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Preface 



Passage of the Personal Responsibility and Work Opportunity Reconciliation Act of 1996 
has presented states and localities with an opportunity to reshape a welfare system that 
has grown increasingly unpopular. With the opportunity, however, come new challenges. 
The law gives states greater flexibility in many areas, but also imposes new restrictions 
on the use of federal funds. Perhaps more important, the law's enactment does not change 
the basic issues that have always made it difficult to meet the public's demand for wel- 
fare reforms that simultaneously reduce dependency, support children, and control public 
costs. These issues include the low skill levels of many welfare recipients, the types of 
jobs typically available to women with limited skills and work histories, meager child 
support collections for poor single mothers, and the inherent difficulty of reducing 
dependency among adults while continuing to support their children. 

Fortunately, state and local policymakers need not start entirely anew. The past of- 
fers valuable lessons, not only about mistakes to avoid but also about policies and pro- 
grams that have made a real, positive difference. This book, produced with the generous 
support of several private foundations, draws on the results of dozens of rigorous stud- 
ies to describe what we have learned so far and what key questions remain unanswered. 
It is intended to provide policymakers and other interested parties with a common un- 
derstanding of where we have been as they decide where we are going. The book is part 
of a new MDRC initiative, ReWORKing Welfare, that is seeking to distill and synthesize 
what MDRC and others have learned in the past two decades and help policymakers 
apply this knowledge to the critical task at hand. 

Today's policymakers face the daunting challenge of reshaping the way our society 
assists some of its most vulnerable families. Much is at stake. It is hoped that the lessons 
of the past, coupled with new ideas and approaches, will help policymakers design new 
systems that can both sustain the support of the public and promote the economic suc- 
cess and well-being of low-income families. 
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What Is This Book 
and 

How Is It Useful? 



There is a common perception that welfare reform occurred in Washington, D.C., in the 
summer of 1996, when Congress passed and President Clinton signed national legisla- 
tion making sweeping changes in several of the major programs that provide assistance 
to low-income families and individuals. Actually, the story of welfare reform has been 
unfolding, and will continue to unfold, in state capitals, county seats, cities, and, 
ultimately, local welfare offices across the country. 

There is much disagreement about what the Personal Responsibility and Work 
Opportunity Reconciliation Act of 1996 will and will not accomplish, but one point is 
widely acknowledged: The law presents states and localities with a set of dramatic and 
far-reaching choices about how to restructure public assistance programs. Obviously, 
the law's mandates and restrictions on federal funding will affect the incentives facing 
states; but, as in the past, each state will choose its own path in responding to these 
incentives. In fact, many states had begun to reshape their public assistance programs 
under federal waivers long before the national legislation passed. The stakes are high. 
The decisions that states and localities are now making could have profound 
implications for the future.of U.S. social welfare policy and for the well-being of millions 
of low-income families. 

This volume offers a foundation for state and local welfare reform efforts. It is a 
foundation built of sturdy material: reliable evidence gained through two decades of 
rigorous research, mostly focusing on previous state and local innovations. The book 
summarizes some of the key findings and lessons from this research and, just as impor- 
tant, highlights some of what we don't know. Its goal is to help states and localities 
make informed and realistic choices in the critical months and years ahead. 

The book is written in plain, nontechnical language, and is targeted to a diverse 
audience: state legislators and legislative staff, Governors policy advisors, public wel- 
fare administrators, budget officials, journalists, advocacy groups, and others with a 
stake in state and local social welfare policies. It was developed by the Manpower 
Demonstration Research Corporation (MDRC), a nonprofit, nonpartisan organization 
that designs and evaluates policies and programs aimed at increasing the self-sufficiency 
of low-income individuals and families. The research described in this book has been 
conducted over the past two decades by MDRC and other organizations. 
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What Is This Book and How Is It Useful ? 



Truth in Advertising: What This Book Does Not Do 



This book does not aim to address the full range of issues that may be involved in a 
state's welfare reform plans. It focuses primarily on policies to promote work and self- 
sufficiency, reduce dependency, and improve the well-being of welfare recipients and 
their children. Because social welfare programs are closely intertwined, the book 
necessarily touches on topics related to child care, medical coverage, child support, and 
other issues. But it does not claim to address these important subjects in detail. 

Nor does this book directly address a variety of recent policies designed primarily 
to affect welfare recipients' childbearing and parenting behavior— including rules 
requiring teenage parents on welfare to live in adult-supervised settings, "family 
caps," rules requiring welfare recipients to immunize their children, and others. These 
topics are omitted not because they are less important, but because few reliable studies 
have been conducted to shed light on their effectiveness. 

Finally, the book does not touch on many important aspects of the 1996 federal 
welfare law, such as the provisions affecting the Food Stamp program, benefits for legal 
immigrants, and children receiving Supplemental Security Income (SSI). It is relevant 
mostly to choices regarding the block grants replacing the Aid to Families with 
Dependent Children (AFDC) program and the Job Opportunities and Basic Skills 
Training (JOBS) program. 



Some may wonder whether the past offers any useful lessons for today's reform 
efforts. After all, many states and localities are seeking to distance themselves from 
a welfare system that is widely perceived to be "broken." In fact, there are several 
reasons why this book may be valuable: 

• A great deal is known. Although many current welfare reform initiatives and 
proposals are unusually far-reaching, today's reformers face the same basic chal- 
lenges and trade-offs that confronted their predecessors. Much has been learned 
about the strengths, limitations, costs, and benefits of a number of strategies for 
addressing these challenges. Some of these policies have made a real difference 
and should play a critical role in future reforms. In short, there is no need to 
reinvent the wheel. 

• Realistic expectations are critical to success. Welfare reform is difficult, in part 
because the goals are often complex and contradictory. In the past, reformers 
have sometimes failed to acknowledge this complexity and have consequently 
promised too much. Judged against unrealistic standards, their policies were 
bound to be perceived as inadequate. By describing the core dilemmas facing 
welfare policymakers and the results of previous reform efforts, this book may 
help today's reformers set achievable goals. 

• Research evidence can reduce the risks for taxpayers and low-income fami- 
lies. Even the best-designed public policies typically produce unintended con- 
sequences. The odds of unanticipated results are greatest when policies call for 
radical change, as do many current plans to restructure the safety net. These 
efforts may generate dramatic positive results, but they also entail serious risks: 
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They may cost much more than projected, alter low-wage labor markets, or cause 
unintended harm to children, the main beneficiaries of many public assistance pro- 
grams. Research results are a valuable tool for increasing predictability and reduc- 
ing risk. 

The book is divided into three parts: 

• Part I, comprising Chapters 1 and 2, sets the stage by discussing the main goals of 
welfare reform, describing some key features of the 1996 welfare law, and providing 
some basic information about welfare recipients, the current labor market, and the 
welfare system as it has traditionally operated. 

• Part II, including Chapters 3 to 6, reviews the knowledge base about four key ap- 
proaches to welfare reform — welfare-to-work programs, mandatory work programs, 
policies to change financial incentives, and time limits and discusses the interac- 
tions among these approaches. 

• Part III, consisting of Chapter 7, takes a step back, drawing on the earlier discussion 
to identify some broad lessons, issues, and trade-offs for states and localities to 
consider in designing reforms. 

A detailed summary of selected provisions of the Personal Responsibility and Work 

Opportunity Reconciliation Act of 1996 is provided in the Appendix. 



Part I 



The Context 
of Welfare Reform 



Chapter 1 



Defining the 
Goals of 
Welfare Reform 



Before the effectiveness of particular welfare reform strategies is discussed, it is impor- 
tant to describe what those policies are trying to achieve. While welfare reform is broadly 
popular, studies of public opinion indicate that Americans have complex and contradic- 
tory views about what reform should accomplish. The need to balance these goals has 
complicated the task of designing and implementing effective policies in the past, and it 
remains a central issue for states and localities in planning their new welfare programs. 




Why Is Welfare Unpopular? 

Public opinion studies indicate that Americans from across the political spectrum are 
dissatisfied with the welfare system (see the box on page 8); this sentiment helped spur 
the national legislation of 1996 and the numerous state-initiated reforms that preceded 
it. While there is little consensus about which of the many federal, state, and local 
programs for the poor should be called "welfare,” it is clear that Aid to Families with 
Dependent Children (AFDC) has been a particular focus of public resentment. Although 
the 1996 federal law replaces AFDC with a block grant to states, the program's history 
provides useful lessons to those who are currently designing its replacement. 

AFDC (originally called Aid to Dependent Children, or ADC) was created in the 
Social Security Act of 1935 to provide cash assistance to children who had been deprived 
of the support of one of their parents— at the time, mostly children living with widowed 
mothers. (Initially, the program paid benefits only to children; adults were not counted 
in the grant calculation until 1950.) The program was not designed to promote employ- 
ment because mothers were generally not expected to work outside the home. 1 

American social welfare policies, shaped by our society's strong belief in individual 
responsibility, often make implicit or explicit distinctions between people who are seen 
as capable of self-support — and thus not deserving of long-term public assistance — and 
those who are not expected to support themselves. Over the past six decades, the public 
has come to believe that most AFDC families should be at least partly self-supporting. 
Several trends may have contributed to this change in attitudes: 

• Caseload growth. The number of people receiving AFDC grew dramatically over 
time. The total national caseload (including children) increased from about 1 mil- 
lion in 1940 to 3 million in 1960 to more than 14 million in 1994 (though the caseload 
declined to about 12 million by late 1996). 2 The total U.S. population roughly doubled 

~ ' 15 
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during this period. (As will be discussed in the next chapter, this trend was uneven; 
a few brief periods of rapid caseload growth accounted for much of the long-term 
increase. Between these spurts, there were long periods when the caseload grew 
slowly, remained roughly constant, or declined somewhat.) 

• Shifts in the characteristics of AFDC recipients. The composition of the AFDC 
caseload shifted over time to include a growing proportion of divorced and never- 
married mothers and members of minority groups. In 1940, about 85 percent of 
AFDC recipients were white, and children with deceased fathers made up as much 
as 40 percent of the caseload. In the mid-1990s, less than 40 percent of the caseload 



Public Attitudes Toward Welfare 



In the past few years, several careful studies used surveys and focus groups to assess 
public attitudes toward welfare. Some consistent themes emerged from these studies 
(all of which preceded enactment of the 1996 federal welfare law): 

• A large majority of Americans expressed dissatisfaction with the welfare system. 
In one survey, 79 percent of respondents said the welfare system was not working 
well. 1 This view was widely shared by people from different ethnic/racial groups 
and with different political viewpoints. 

• The most common complaint was that welfare discourages work. When asked in 
another survey what bothered them most about the welfare system, 49 percent of 
respondents mentioned the idea that welfare discourages work, 14 percent cited 
the system's cost, and 13 percent mentioned the notion that welfare causes 
families to break up. 2 

• Despite their dissatisfaction with welfare, Americans believe the government 
should assist the poor, particularly children. In one survey, 55 percent said the 
government spends too much on welfare, but 64 percent said the government 
spends too little on poor children. 3 

• Americans believe that people receive welfare for a complex set of reasons, 
including both lack of individual effort and factors beyond recipients' control. 

This perception, along with concern for the well-being of children, expressed itself 
in the varying responses to specific policy proposals. For example, while 68 
percent of respondents in one survey said they favored ending welfare payments 
after two years and requiring recipients to take a job, the number favoring this 
policy dropped to only 26 percent if the recipient was described as having 
obtained a low-wage job that made it difficult to support a family. Only 16 percent 
said they would continue to favor the two-year time limit if the recipient was 
unable to find a job. 4 Other studies have found that the public strongly favors 
requiring welfare recipients to work in exchange for assistance. 5 



1. Geoffrey Garin, Guy Molyneux, and Linda DiVall, "Public Attitudes Toward Welfare Reform: A 
Summary of Key Research Findings" (Washington, D.C.: Peter D. Hart Research Associates and 
American Viewpoint, 1994), p. 4. See also Steve Farkas and Jean Johnson, "The Values We Live By: 
What Americans Want from Welfare Reform" (New York: Public Agenda, 1996), p. 9. 

2. Kaiser/ Harvard Program on the Public and Health/Social Policy, "Survey on Welfare Reform: 
Basic Values and Beliefs; Support for Policy Approaches; Knowledge About Key Programs" (Menlo 
Park, Calif.: Henry J. Kaiser Family Foundation, 1995), Table 3. 

3. Garin, Molyneux, and DiVall, p. 5. 

4. Kaiser/Harvard Program on the Public and Health/Social Policy, Table 17. 

5. Garin, Molyneux, and DiVall, p. 3; Farkas and Johnson, pp. 18-20. 
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was white non-Hispanic, and about half of AFDC cases were headed by mothers 
who had never been married. Less than 2 percent of the cases were headed by 
widows. 3 

• Growing labor force participation among women. Paid employment among women 
in general— and mothers in particular— has increased dramatically to the point where 
most mothers are now employed at least part time. This is true even of mothers with 
preschool children. 4 Because many working mothers feel that they have no choice 
but to work, many people began to question the fairness of a program designed to 
allow some poor mothers to stay home with their children indefinitely. 

These trends have probably contributed to public resentment about welfare, but in 
recent years a diverse group of critics have raised broader concerns, arguing that wel- 
fare receipt is harmful to recipients and their children and that welfare contributes 
directly to a range of serious social problems, including the rise in out-of-wedlock child- 
bearing and the decay of inner-city neighborhoods. 5 Although some researchers have 
questioned the validity of this argument, 6 mounting public concern about the possibil- 
ity that welfare produces harmful effects has played an influential role in recent reform 
debates. 

Finally, efforts to cut taxes and shrink government have put pressure on all public 
programs, especially programs for the poor. Thus, when government spending must be 
reduced, welfare programs are one of the places local, state, and federal policymakers 
look to restrain or cut costs. 

Together, these and other factors have eroded public support for the notion of pro- 
viding long-term cash assistance to able-bodied single mothers. But, while welfare has 
grown increasingly unpopular, polls show continued public support for the original 
goal of AFDC: supporting poor children. 7 In fact, this objective has taken on new ur- 
gency in light of recent data suggesting that the material condition of children in the 
United States may be worsening— the official poverty rate among children increased 
from 15 percent to 22 percent between 1970 and 1994 — and that low-income American 
children are worse off in some respects than their counterparts in most other industrial- 
ized countries. 8 

What Are the Objectives of Welfare Reform? 

Shaped by the complex public attitudes described above, most federal, state, and local 
welfare reform efforts aim to balance three core goals: 

• reducing long-term dependency 

• supporting children 

• controlling costs 

Unfortunately, it is no easy task to reconcile these goals. For example, because par- 
ents and children are linked, supporting children sometimes means supporting their 
nonworking parents — but doing that may conflict with the goal of reducing dependency. 

In addition, these apparently straightforward goals raise a host of difficult 
questions: 
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• How is "dependency" defined? Does reducing dependency mean reducing the num- 
ber of people on welfare, or ensuring that recipients "give something back" in ex- 
change for public help? Is someone who is working off her welfare grant in an un- 
paid community service job dependent? Is a single mother with a young child 
dependent if she is working part time and receiving a partial welfare grant? 

• What are the goals for children? To ensure that children's basic needs are met? To 
make poor children financially better off? Or is the primary goal to reduce the num- 
ber of children receiving welfare, even if this may lower some families' income? 

• What are the budget objectives? Primarily to reduce spending? Is it acceptable to 
spend more, but on different things (for example, spending less on welfare but more 
on subsidized child care for working single mothers)? Is it feasible to invest more 
upfront and save later? 

Research cannot answer these questions; they must be hashed out in the political 
process. But research can provide information on the probable effects of specific policy 
approaches and the likelihood that they will meet the intended goals. This book aims to 
provide such data to inform the policy process. 

A Focus on Work 

Through the years, efforts to balance the goals described in the previous section have 
led welfare reformers to focus on work. The reasons are clear. To reduce welfare depen- 
dency without making children financially worse off, it is usually necessary for their 
parents either to work and at least partly support them or to work in exchange for the 
public assistance the family receives. 9 Similarly, improving the financial well-being of 
children without expanding dependency or welfare costs typically involves increasing 
work among parents. Thus, beginning in the 1960s, welfare reform policies sought to 
shift AFDC gradually from an open-ended income support program to one that assists 
recipients in preparing for and finding jobs. 

At first, federal reforms funded employment and training services for AFDC recipi- 
ents and changed the rules of welfare to increase the financial incentives to work. Over 
time, the notion of "mutual obligation" began to replace the original vision of AFDC. 
Under this view, government provides income support and services designed to pro- 
mote employment, but recipients, in turn, are required to work or to prepare for work 
and self-sufficiency; those who fail to comply with these mandates face sanctions (that 
is, grant reductions). This compromise sought to make welfare more transitional while 
preserving its safety net function. Since the early 1970s, at least some groups of AFDC 
recipients have been required either to work in exchange for their benefits or to partici- 
pate in activities intended to prepare them for work. The Family Support Act of 1988, 
the last major federal welfare reform prior to the 1996 legislation, for the first time re- 
quired states to ensure that a specific proportion of AFDC recipients were participating 
in employment-related activities each month, through the Job Opportunities and Basic 
Skills Training (JOBS) program. 
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In the 1990s, states, operating under federal waivers, began testing a variety of new 
reform strategies. 10 Many states have built on earlier approaches, expanding the mu- 
tual-obligation vision by demanding more of recipients, and providing generous finan- 
cial incentives to encourage and reward work. Some states are reducing the scope of the 
government's obligation by imposing time limits on welfare receipt; this is intended to 
make welfare less of an option and to put more pressure on recipients to become self- 
sufficient. Finally, many states have designed policies that address recipients' childbear- 
ing and parenting behavior. 11 

The 1996 Federal Welfare Law: Magnifying the Need for 
Effective Work Strategies 

Although the broad goals of welfare reform — reducing dependency, supporting chil- 
dren, and controlling costs — are likely to remain similar, enactment of the Personal Re- 
sponsibility and Work Opportunity Reconciliation Act dramatically changes the fiscal 
and administrative context for states as they seek to attain these goals. Three aspects of 
the law stand out: 

• The law gives states vast new flexibility to design welfare rules and to decide how 
to allocate funds among cash assistance, employment-related services, and other 
areas. In many respects, states will be freer to devise and implement new welfare- 
to-work strategies. 

• At the same time, federal funding under the Temporary Assistance for Needy Fami- 
lies (TANF) block grant — the funding stream that replaces AFDC and JOBS — is re- 
stricted in several ways. Most important, in order to receive their full TANF grant, 
states must meet demanding participation standards; large proportions of welfare 
recipients must be in work or work-related activities (though the standards are 
reduced if caseloads decline). In addition, federal funds cannot be used to assist 
most families for more than five years. 

• More broadly, states will bear more of the fiscal consequences of their policy choices. 
Unlike the old system, in which state expenditures were matched by the federal 
government on an open-ended basis, federal funding for the TANF block grants is 
essentially fixed for six years. This means that states will keep the savings they achieve 
by moving people off welfare and into jobs, but it also means that states will bear 
most of the increased cost if spending rises. Finally, while many states will receive 
more federal funding under TANF than they would have received under AFDC and 
JOBS during the first years of implementation, over time the value of the TANF 
block grant will decrease because the grant will not be adjusted for inflation. 

Together, these and other provisions of the law raise the stakes for states and recipi- 
ents and magnify the need for effective work strategies. To avoid negative consequences— 
such as substantially higher state spending or adverse effects on children— states will 
need to do a better job of linking recipients with jobs and ensuring that they can stay 
employed. Fortunately, the research results described in this book suggest that there is a 
foundation on which to build. 



Chapter 2 



The Starting Point: 
Welfare Recipients, the 
Labor Market, and Welfare 
as We Have Known It 



Efforts to promote work among welfare recipients should start with a clear understanding 
of the characteristics of welfare recipients, the labor market, and the current welfare 
system. 

Although there is disagreement about which government programs should be viewed 
as "welfare," this chapter focuses primarily on Aid to Families with Dependent Chil- 
dren (AFDC) — the federal/ state cash assistance program primarily for single parents 
and their minor children, and the program at the center of most welfare reform debates. 
In August 1996, federal legislation replaced AFDC with the Temporary Assistance for 
Needy Families (TANF) block grant, but the law is only beginning to take effect as of 
this writing; states must shift from AFDC to TANF between October 1996 and July 1997. 
In any case, the AFDC program is the starting point as states shape and implement their 
new policies. (Thus, this chapter is cast mainly in the present tense even though the 
AFDC program no longer exists in some states.) 

Characteristics of Welfare Recipients 

In the fall of 1996, approximately 11.9 million people — 8.2 million of them children — 
were receiving AFDC nationwide. This amounted to less than 5 percent of the total U.S. 
population, but about 12 percent of all children under age 18. 1 

The size of the AFDC caseload has varied over the past 30 years. The caseload grew 
quickly in the early 1970s, remained fairly constant for about 15 years, experienced an- 
other spurt in the early 1990s, and began falling in 1994. 2 Studies suggest that the size of 
the AFDC caseload is influenced by labor market conditions, changes in family struc- 
ture (particularly the rise in out-of-wedlock childbearing), changes in program rules, 
and other factors. 3 

I What are the demographic characteristics of welfare 
recipients? 

AFDC provides cash payments for needy children who have been deprived of parental 
support or care because their father or mother is absent from the home, incapacitated, or 
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deceased. In addition, benefits are available to children in needy two-parent families in 
which the principal wage earner is unemployed but has a history of work. AFDC ben- 
efits are also paid to the children's needy caretaker relative (usually their mothers). 

The AFDC population is quite diverse. Also, the characteristics of recipients vary 
substantially from state to state and within states. National statistics show that: 4 

• A large majority of the families receiving AFDC consist of a single mother and one 
or two children. Less than 10 percent of the families receive assistance under the 
AFDC-UP program, which primarily serves two-parent families, and about 17 per- 
cent of the cases include no adult recipient (these are households in which the adult 
who is caring for the children is not counted in the grant calculation). Following a 
trend in the general population, the average size of AFDC families dropped from 4.0 
members in 1970 to 2.8 in 1994. 

• Over half of the AFDC cases that include an adult recipient are headed by unwed 
parents (usually mothers). 

• Less than 10 percent of AFDC families are headed by teenage mothers, but about 
half of AFDC families are headed by women who first gave birth as teens. 

• Approximately 37 percent of AFDC parents are white (non-Hispanic), 36 percent 
are black (non-Hispanic), and 20 percent are Hispanic. 

• Less than 10 percent of AFDC families receive any official child support payments 
from the children's noncustodial parents. (There is evidence that a larger number 
may receive support that is not paid through the formal child support enforcement 
system. 5 ) 

Data collected from adult AFDC recipients entering welfare-to-work programs show 
that the vast majority did not receive AFDC as children. 6 Indeed, one study found that 
more than 60 percent of the daughters in AFDC households do not go on to receive 
AFDC as young adults. At the same time, several studies have found that daughters 
from families receiving welfare are much more likely than other daughters to receive 
welfare as adults. 7 

■ How long do people receive welfare? 

About two-thirds of the people who start receiving AFDC leave within two years. About 
half of all those who leave do so because they find jobs (others leave because they marry 
or move in with other people, or for other reasons). However, many of those who leave 
subsequently return. 8 As shown in the first column of Table 2.1, one study found that 
58 percent of those who enter the rolls for the first time eventually accumulate more than 
two years of AFDC receipt, and 35 percent accumulate more than five years of receipt. 

Another way to answer this question is to look at all of the people receiving AFDC 
at a particular point in time. As illustrated in the second column of Table 2.1, such a 
"snapshot" would show that a large majority of the caseload — about three-fourths, 
according to this study — consists of long-term recipients who will receive welfare for at 
least five years in their lifetime. 
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Table 2.1 


How Long Do People Receive Welfare Over Their Lifetimes? 


Distribution of Total Time on Welfare 




Total time on welfare 


New entrants 


All current recipients 
at any point in time 


1-12 months 


27.4% 


4.5% 


13-24 months 


14.8 


4.8 


25-36 months 


10.0 


4.9 


37-48 months 


7.7 


5.0 


49-60 months 


5.5 


4.5 


More than 60 months 


34.6 


76.3 



SOURCE: Adapted from LaDonna Pavetti, "Who Is Affected by Time Limits?" Welfare Reform Briefs , No. 7 
(Washington, D.C.: Urban Institute, 1995), p. 2. These figures do not include the time people spend on welfare as 
children. 



The apparent disparity between these findings can be explained by a well-known 
analogy to a hospital room with two beds. 9 One bed is occupied by a single patient for 
an entire month, whereas the other hosts four different patients, each for about one week. 
While 80 percent (four in five) of the patients who entered the room during the month 
had short stays, a "snapshot" would show that 50 percent of the patients in the room at 
any point were in the midst of a long stay. 

Overall, the data suggest that there are several "typical" patterns of AFDC receipt, 
further demonstrating the heterogeneity of the caseload. Some families receive AFDC 
briefly and never return. Others "cycle" back and forth between AFDC and low-wage 
jobs. A third group receives AFDC continuously for many years. 

Long-term recipients account for a fairly small fraction of the families who ever 
receive AFDC, but a large fraction of the families receiving it at any one time. This group 
also accounts for a large share of the money that is spent on AFDC. One study found 
that long-term recipients — defined as those who receive AFDC for more than five years 
in their lifetime — tend to have low levels of education (63 percent have not completed 
high school) and relatively little work experience (50 percent had not worked in the year 
before they went on welfare). In addition, these individuals are more likely than short- 
term recipients to have been unmarried when they started receiving welfare, to have 
entered the welfare rolls when they were below age 25, and to be African-American or 
Hispanic. 10 



■ How many welfare recipients work, and how many 
could work? 

Nationally, less than 10 percent of AFDC families report any earned income in a typical 
month. 11 One would expect this figure to be fairly low, because most recipients' grants 
are only a few hundred dollars per month and are reduced when they have earnings; 
thus, many of those who find even low-wage jobs earn enough to become ineligible for 
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welfare, especially in states with the lowest grant levels. As discussed earlier, recipients 
are constantly finding jobs and leaving the rolls. In addition, some studies suggest that 
many AFDC recipients have earnings that are not reported to the welfare system. 12 

It is impossible to say with certainty what fraction of AFDC recipients could work. 
For example, some recipients' work patterns would almost certainly change if welfare 
was not available to them, but no one knows to what extent this would occur. However, 
studies have identified several important issues related to this critical question. 

First, most AFDC recipients have at least some work experience, which means by 
definition that they are or were capable of working at some point. However, it is impor- 
tant to distinguish between a person's capacity to work at all and her or his capacity to 
work steadily} 3 Data collected from recipients entering welfare-to-work programs in vari- 
ous locations show that, while nearly all had worked at some point in the past, from 22 
to 60 percent of recipients (depending on the location) had never worked full time for a 
single employer for six months or more. 14 Other data show that welfare recipients who 
find jobs often lose them quickly. Several factors may contribute to welfare recipients' 
unstable employment patterns: 15 

• Some studies suggest that long-term welfare recipients who find jobs often have 
difficulty adjusting to the world of work or have problems dealing with supervi- 
sors, and end up quitting or being fired. 

9 As discussed below, welfare recipients are likely to obtain jobs that are themselves 
unstable. Moreover, the combination of low wages, few fringe benefits, and a low 
probability of receiving steady child support payments means that recipients who 
leave welfare may have difficulty supporting their families for extended periods. 

• As low-income single mothers, AFDC recipients often encounter "situational prob- 
lems" related to child care, transportation, crime, domestic violence, and other is- 
sues that cause them to lose or quit jobs. This problem is likely to be exacerbated by 
the types of jobs recipients typically find; these positions are unlikely to provide 
fringe benefits such as paid sick days, and may offer little flexibility to allow em- 
ployees to deal with personal or family issues. 

Second, at any point, some AFDC recipients are experiencing serious physical or 
emotional problems that impede their ability to work. The Supplemental Security In- 
come (SSI) program, which provides cash grants to needy disabled and elderly people, 
uses a stringent definition of disability; 16 thus, there are likely to be welfare recipients 
who are unable to work steadily but do not qualify for SSI. 

Estimates of the proportion of recipients experiencing such problems vary widely. 
One recent study used survey data to estimate that about 30 percent of recipients at a 
given point in time are experiencing a "serious" barrier, defined as a medical condition 
that prevents them from seeking work, serious depression, or extensive alcohol or drug 
involvement. Many other recipients report experiencing a "moderate" barrier, such as 
having a child with a chronic medical condition or having a medical condition that lim- 
its the amount or kind of work a person can do. However, it is important to note that 
many of the people who reported experiencing even severe barriers had recent work 
experience — although few of them had worked steadily. About one-fourth of the caseload 



16 



Pari i: The Context of Welfare Rpfonn 



reported a serious barrier and had no recent work history. 17 Another study estimated 
that between 18 and 21 percent of AFDC families include either a disabled mother or a 
severely disabled child. 18 

Third, many AFDC recipients have low levels of education and skills, characteris- 
tics that may hinder their ability to find and hold jobs. For example, a large proportion — 
according to some studies, roughly half— of AFDC recipients do not have a high school 
diploma, and many recipients score poorly on standardized tests of basic reading and 
math. A recent study of enrollees in the federal/state Job Opportunities and Basic Skills 
Training (JOBS) program found that at least one-third had test scores reflecting achieve- 
ment levels that would make it difficult for them to obtain or hold jobs other than those 
requiring minimal skills. 19 Another study found that one-third of AFDC recipients scored 
below the 10th percentile on the Armed Forces Qualifying Test (AFQT), a measure that 
is highly correlated with labor market performance. This study also noted that many 
recipients with very low skills also have markedly low self-esteem, great fear of change, 
and certainty that their attempts at self-sufficiency will fail. 20 As noted earlier, long-term 
recipients are particularly likely to have limited education and skills. 

At the same time, it is important to note that most AFDC recipients report that they 
want to work. In surveys conducted in four cities, 58 to 70 percent of recipients entering 
a mandatory welfare-to-work program said they agreed with the statement, "It's wrong 
to stay on welfare if you can get a job, even a job you don't like." About half said they 
would take a full-time job right away, even if it paid the same as or less than welfare, and 
the vast majority said they would take a full-time job that paid more than welfare. Most 
recipients said they would accept a job paying $5 to $7 per hour, if the job included full 
medical benefits. 21 



Characteristics of the Labor Market for Low-Skilled Women 

The second component of the welfare-to-work equation is the labor market — specifi- 
cally, the number and types of jobs that are likely to be available to welfare recipients 
seeking work. Although economic and labor market conditions vary dramatically from 
place to place and over time, the key issues and trends described below are likely to be 
true to some extent in many areas. 

I Are there enough jobs? 

This is the subject of a long-running debate: Some maintain that virtually anyone who 
wants to work can find a job (assuming that he or she is willing to accept low wages), 
while others argue that job shortages are a critical obstacle to work-focused welfare re- 
forms. 

The research evidence on this question is mixed and incomplete. On the one hand, it 
is clear that the availability of jobs is only one of the factors that determine the size of the 
welfare caseload. While the number of people receiving AFDC tends to grow during 
recessions, the correlation between the size of the caseload and the national unemploy- 
ment rate is far from perfect. 22 In addition, evaluations have found that unemployment 
rates, job growth figures, and other measures of economic conditions — as long as they 
are not extreme— do not consistently affect the success of welfare-to-work programs. 23 
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On the other hand, if welfare reform policies forced a very large number of recipi- 
ents into the labor market in a short period (as might happen under a strict national time 
limit that allows few exceptions), many would probably be unable to find jobs quickly. 
The U.S. economy has shown a tremendous capacity to absorb new workers— in the 
past few decades, the number of jobs has expanded to accommodate the baby boom 
generation and the increase in labor force participation among women — but the labor 
market cannot respond immediately to a large increase in job-seekers. 24 Moreover, some 
economists believe that a large influx of low-skilled workers would likely depress wages 
in this sector of the economy. 25 

Even if policies do not create the extreme situation described above, there are rea- 
sons for serious concern. For example, even when the overall job picture is strong, cer- 
tain groups — notably low-skilled workers and members of minority groups — typically 
experience above-average rates of unemployment. 26 In addition, several studies of big 
cities with large numbers of welfare recipients have found evidence of local job short- 
ages; many of the jobs available in these areas may, for all practical purposes, be unavail- 
able to welfare recipients because they require relatively high levels of skills or are lo- 
cated in suburban areas that are not readily accessible by public transportation from 
inner-city neighborhoods where welfare recipients are concentrated. 27 There may be simi- 
lar mismatches or shortages in some rural areas. Finally, a number of studies have docu- 
mented discriminatory practices in employment, including studies that specifically fo- 
cused on low-income minority women and the kinds of jobs that welfare recipients often 
seek. 28 

B What kinds of jobs are available to welfare recipients? 

Some analysts argue that the implementation of welfare reforms is likely to be affected 
less by the overall number of jobs available to welfare recipients than by the types of 
jobs recipients are likely to find. The evidence is more consistent on this point. A variety 
of studies have shown that the jobs available to low-skilled women tend to pay low 
wages, experience high turnover, and offer few fringe benefits or opportunities for ad- 
vancement to higher-wage positions. 29 This fact, coupled with the low probability that 
poor single mothers will receive steady child support payments, means that many low- 
skilled single mothers are likely to have difficulty supporting their families for extended 
periods through work alone. In addition, as discussed in Chapter 5, the fact that welfare 
recipients who go to work typically earn low wages affects the financial trade-off be- 
tween welfare and work. 

To some extent, these job characteristics are related to broad economic trends that 
have eroded wages, fringe benefits, and advancement opportunities for low-skilled 
workers nationwide over the past two decades. But these trends have affected low-skilled 
men more dramatically than their female counterparts; women's opportunities have 
generally stagnated rather than having deteriorated. Nevertheless, while their position 
may not have declined substantially in recent years, low-skilled women still earn much 
less than low-skilled men. 30 

Studies of employment and training programs for welfare recipients confirm this 
general picture. One study looked at the characteristics of jobs found by AFDC recipi- 
ents in a successful welfare-to-work program in California in the early 1990s; this 
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program placed many recipients in education or training activities to try to boost their 
earning potential. Nevertheless, data from five counties show that only 28 percent of the 
jobs provided health benefits, 34 percent provided paid vacation days, and 29 percent 
provided paid sick days. Nearly half of the jobs paid $5 an hour or less. 31 

Key Features of the Welfare System 

The third piece of the welfare-to-work puzzle is the welfare system itself. Before anyone 
sets out to restructure the system, it is important to understand how it has worked in the 
past. 

■ How much is spent on welfare? 

This question is difficult to answer because, as noted earlier, there is little agreement on 
which programs should be called welfare. 

In the mid-1990s, the federal government spent about $250 billion per year on pro- 
grams targeted to low-income people — about 17 percent of total federal spending. (States 
and localities spent about $100 billion per year on such programs.) 32 This figure, how- 
ever, covers many items, such as job training programs and college grants, that are not 
usually considered welfare. In addition, the largest program in this category, Medicaid, 
which cost the federal government nearly $90 billion in 1995, directs more than two- 
thirds of its spending to the elderly and disabled, groups that are generally not expected 
to work. 33 

The AFDC program cost about $25.5 billion in 1995, with the cost split between the 
federal government and the states. 34 AFDC accounted for less than 1 percent of federal 
spending and about 2.8 percent of state spending. 35 AFDC spending remained roughly 
constant in real (inflation-adjusted) dollars from the mid-1970s until the program ended. 
As noted earlier, the number of families receiving AFDC grew during this period, but 
the average payment per family dropped. Under the 1996 federal welfare legislation, 
the Temporary Assistance for Needy Families (TANF) block grant has replaced AFDC, 
the JOBS program, and the Emergency Assistance Program. The TANF grant will be 
funded at about $16.4 billion annually through 2002. States are required to maintain at 
least 80 percent of their 1994 spending levels in order to receive their full TANF grant. 

Another program commonly considered in discussions of welfare, the Food Stamp 
program, is funded almost entirely by the federal government; it cost about $27 billion 
in 1995, accounting for about 2 percent of federal spending. About half the money 
spent on Food Stamps goes to AFDC recipients; the rest goes to elderly and disabled 
people, low-income working families, childless adults who do not qualify for AFDC, 
and others. 36 

■ How much does each family on welfare get? 

States set the monthly payment amounts for families receiving AFDC; these amounts 
depend on family size and other factors. AFDC grant levels vary dramatically from state 
to state. In early 1996, the maximum monthly payment for a family of three with no 




26 



Chapter 2: The Starting Point 



19 



other income ranged from $923 in Alaska to $120 in Mississippi. The median state paid 
$389 per month. 37 (Recipients with earnings or other income receive less than the maxi- 
mum grant.) The value of AFDC benefits has eroded over time: The maximum benefit 
for a three-person family in the median state dropped by 51 percent in real (inflation- 
adjusted) dollars between 1970 and 1996. 38 

Most families that receive AFDC also receive other government assistance. For ex- 
ample, almost all are covered by Medicaid, and a typical family of three receiving AFDC 
could also receive about $280 per month in Food Stamps (nearly 90 percent of AFDC 
recipients actually receive Food Stamps). 39 During the past two decades. Food Stamp 
benefits — which generally have kept pace with inflation — have offset about half of the 
decline in AFDC grant levels (and have also partly compensated for the large state varia- 
tion in AFDC grant amounts). 40 Finally, about one-fourth of AFDC recipients live in pub- 
lic or subsidized rental housing. 41 The box below discusses how these various forms of 
public assistance affect the incomes of AFDC recipients compared to the incomes of low- 
income families not receiving AFDC. 



Welfare Grant Levels in Perspective 



There has been a heated debate about how to characterize the amount of public benefits 
available to welfare recipients who are not working, and how this compares to the 
incomes of low-wage working families who are not receiving welfare. 

Someone working 35 hours per week at the current minimum wage ($4.75 per 
hour) would earn about $720 per month ($8,645 per year) before taxes. When the 
minimum wage increases to $5.15 per hour in 1997, this amount will grow to about $781 
per month ($9,373 per year). 

Although in some states a minimum wage worker would earn less than the 
combined total of AFDC and Food Stamps for a nonworking family of three, a full 
comparison is much more complex. On the one hand, the working family would be 
eligible for the federal Earned Income Tax Credit (EITC) — worth up to $3,556 per year in 
1996 — and might also be eligible for subsidized child care and/ or housing assistance (in 
some states) and some Food Stamps. On the other hand — at least until the 1996 welfare 
law was enacted — the family receiving AFDC would automatically be eligible for health 
coverage under Medicaid; in the working family, only the children might be eligible. 1 In 
addition, the working family would likely face certain expenses — for example, for child 
care and transportation — that might not apply to the family receiving AFDC. 

A 1995 analysis by the U.S. General Accounting Office (conducted before the 1996 
minimum wage increase and the 1996 welfare legislation) concluded that the incomes of 
non working AFDC families and low-income working families are similar after the 
various income sources discussed above are accounted for. The analysis also noted that 
most families in both groups were living below the federal poverty line ($1,027 per 
month for a family of three when the study was conducted). 2 

1. States are required to provide Medicaid coverage to children under age six in families with 
income below 133 percent of the federal poverty level. In addition, states must cover children under age 
19 who were bom after September 30, 1983, and whose family income is below the poverty line. 

2. U.S. General Accounting Office, ''Low-Income Families: Comparison of Incomes of AFDC and 
Working Poor Families," testimony before the U.S. Senate, Committee on Government Affairs, January 25, 
1995 (Washington, D.C.: U.S. General Accounting Office, 1995). 
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■ Has the welfare system discouraged work? 

Many have argued that the rules and "culture" of the traditional welfare system have 
discouraged recipients from working. Indeed, any program that provides cash benefits 
to nonworking people will lead some people to work less than they otherwise would. 
Two additional issues are often cited as well: 

• As discussed further in Chapter 5, recipients' benefits under AFDC and other assis- 
tance programs are reduced fairly abruptly when they go to work. This means that 
low-wage work may not raise a family's total income much. 

• Many observers have pointed out that the staff who interact with AFDC recipients 
from day to day are mostly concerned with calculating timely and accurate benefit 
checks, not with helping recipients become self-sufficient. 

Each of these observations is accurate to some extent, but the full story is not so 
simple. Any public assistance program that targets its benefits to poor people has to 
provide lower benefits to people with higher income; otherwise, the program would be 
available to people for whom it is not intended and would cost much more. Thus, the 
question is not whether benefits should be reduced when recipients go to work, but rather 
how much and how quickly they should drop. As will be discussed in Chapter 5, policies 
that allow recipients to keep more of their grants when they work may have several 
beneficial impacts, but they can also increase welfare caseloads and costs. 

Similarly, while it may be true that many welfare eligibility workers — usually the 
primary point of contact between recipients and the system— focus narrowly on timeli- 
ness and accuracy, this should not be surprising, given the public's strong support for 
rooting out waste and fraud in public programs. Moreover, welfare agencies' tight bud- 
gets translate into high caseloads for each worker — eligibility workers are typically re- 
sponsible for several hundred cases each — which leaves little time for helping clients. 42 

Finally, as will be discussed in later chapters, many states have taken some action to 
address each of these issues, by changing welfare rules for counting earnings and by 
reorganizing and retraining welfare agency staff. 



What Are the Implications for Welfare Reform? 

The information in this chapter helps to illustrate why it is difficult to balance the core 
goals of welfare reform. In addition to the conflicts inherent in any public assistance 
program for families (for example, the difficulty of supporting poor children while en- 
couraging their parents to move toward self-sufficiency), the characteristics of welfare 
recipients and the current labor market make the challenge especially great. 

If it were clear that all welfare recipients are capable of supporting their children 
through steady work, drastically restricting access to welfare might have little effect on 
children's well-being, and would further all three of the core goals. But the data in this 
chapter suggest that some fraction of welfare recipients — no one knows how large a 
fraction — would be unable to support their families for an extended period without 
assistance. Thus, sharply reducing welfare would likely lower some children's income 
substantially. 
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Even if one believes that virtually all recipients could support their children without 
welfare, it would still be necessary to deal with cases where this does not occur. In order 
to support children, it is necessary either to support their parents or to remove children 
from their parents' custody But the latter option is infrequently appropriate, for devel- 
opmental, ethical, and fiscal reasons. Nor could it be implemented on a large scale, be- 
cause, in many places, the child welfare and foster care systems are already overbur- 
dened. In short, the most direct way to achieve one of the core goals — reducing 
dependency — would likely hinder attainment of another goal: supporting children. 

Similarly, if the primary goal is to raise poor children's incomes, the most direct 
route — increasing welfare grant levels — would conflict with the goal of reducing de- 
pendency. Promoting employment among parents is the obvious alternative; but, given 
the characteristics of the jobs many welfare recipients are likely to find, making children 
significantly better off financially would probably require additional public spending to 
bolster the incomes of low-wage working families. 

In view of these complications, the traditional welfare system, despite its deficien- 
cies, has been a relatively inexpensive way to protect children from destitution (although 
at the cost of increased dependency, which may harm children in other ways). As later 
sections will discuss, efforts to shift the welfare system from a check-writing operation 
to a program that motivates and prepares parents for employment require an upfront 
investment of resources and are likely to encounter implementation challenges. While 
the research described in the following chapters shows that these efforts can make a 
significant difference, it will always be difficult to make dramatic progress toward all of 
the public's goals simultaneously. 
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Introduction 
to Part II 



During the past 30 years, as public support for the original vision of AFDC has declined, 
policymakers have struggled with the question of how to reshape welfare to reflect the 
conflicting goals described in Chapter 1. The resulting policies have usually fallen into 
three broad categories, each of which reflects a somewhat different set of goals and dif- 
ferent assumptions about the causes of long-term welfare receipt: 

• Welfare-to-work programs. This approach provides services such as education, train- 
ing, and job search assistance that help recipients prepare for and find jobs. Increas- 
ingly, as welfare has been redefined as a mutual obligation, state and federal poli- 
cies have required recipients to participate in these services, or face sanctions (reduc- 
tion or termination of their grant). 

• Mandatory work and subsidized employment The second approach, closely re- 
lated to the first, has been to require welfare recipients to work — in community ser- 
vice jobs if necessary — in exchange for public assistance. In some contexts, manda- 
tory work has been seen primarily as a way to ensure that welfare recipients "give 
something back" in return for assistance. In other situations, work requirements 
have been seen as a way to reduce welfare caseloads, either by preparing recipients 
for regular jobs or by making welfare less attractive. Finally, some programs have 
used public funds to subsidize or create regular, paying jobs for welfare recipients 
and members of other disadvantaged groups. 

• Policies to change financial incentives. The third approach has been to bolster the 
incomes of parents working in low-wage jobs, either by supplementing their pay- 
checks or by providing other assistance such as subsidized child care or health in- 
surance. These policies are designed both to improve the well-being of such families 
and to make work more financially attractive to non working welfare recipients. 

These approaches are not mutually exclusive; in fact, many of the state welfare re- 
form strategies that have emerged in the 1990s have included all of these pillars: wel- 
fare-to-work and/or work mandates and financial incentive policies that reward work. 
In addition, more than half the states began experimenting with a fourth approach: 

® Time limits on welfare receipt. Some versions of time-limited welfare are essen- 
tially the same as mandatory work policies: Recipients are required to work after a 
specific number of months of welfare receipt. Other versions — in which cash assis- 
tance is terminated at a certain point — aim to scale back the government's side of 
the mutual-obligation "bargain" in order to motivate recipients to find jobs and 
become self-sufficient. Some also see time limits as a way to curtail social problems 
that they view as linked to long-term welfare receipt. 
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The federal Personal Responsibility and Work Opportunity Reconciliation Act, signed 
by President Clinton in August 1996, draws on these basic approaches. The law requires 
states to ensure that large proportions of welfare recipients are in work or work-related 
activities and restricts states from using federal funds to provide assistance to most fami- 
lies for more than five years. Although financial incentives are not explicitly part of the 
law, it gives states broad flexibility to design welfare rules that do more to reward work. 

Part II (Chapters 3-6) of this book uses research evidence to answer some key 
questions about the impacts, costs, and implementation of these four basic welfare 



How Success Is Measured and Defined in Part II of This Book 



Often, welfare reform policies are judged by how many welfare recipients get jobs and 
whether the welfare caseload decreases. Thus, if more people are working or the caseload 
falls after a policy or program is implemented, it is seen as a success. 

These criteria are useful in some ways — most people favor more employment and lower 
welfare caseloads — but they are not very helpful in assessing the effectiveness of particular 
programs. This is because people constantly find jobs and leave welfare with or without 
special programs (see Chapter 2). Moreover, both criteria are clearly affected by economic 
conditions and other external factors that have nothing to do with welfare reform policies. 
Finally, in most cases, increasing employment and lowering the welfare caseload are not the 
only goals of welfare reform. Thus, for example, a more complete assessment might require 
some data about how a policy affects the well-being of children. 

Part II of this book, which describes results from tests of particular policy approaches, 
relies mainly on studies that separate the effects of welfare reforms from changes that would 
have occurred anyway. (Part I generally used results from other types of studies to examine 
issues such as labor market characteristics.) The most reliable (but not the only) way to do 
this is through a random assignment evaluation, in which welfare recipients who are eligible 
for the program being studied are assigned, by chance, to one of two groups: a program 
group that is subject to the program or a control group that is not. The two groups are then 
studied during a follow-up period, usually lasting several years. Because people are 
assigned to the two groups through a random process, there are no systematic differences 
between the groups' members when they enter the study; any differences that emerge 
between the groups during the follow-up period can reliably be attributed to the program 
being studied. These differences are known as impacts. The accompanying chart illustrates a 
random assignment research design, using earnings as its example. In this example, the 
study would find that the program had increased earnings if the average earnings per 
person were higher for the program group than for the control group. 

Most of the studies cited in Part II included two components besides an impact analysis: 

• A benefit-cost analysis. These analyses use the impact results and data about a 
program's operational costs to examine the program's financial "bottom line." Often, 
studies look at benefits and costs from several perspectives. For example, from the 
perspective of the government budget, benefits may include lower welfare spending 
and higher taxes paid by former welfare recipients who go to work. Costs include the 
expenses involved in running the program. For program participants, financial losses 
include lower welfare payments received and higher taxes paid, while gains may 
include higher earnings and fringe benefits. 

• An implementation or process analysis. This part of the study examines in detail how a 
program operates. This information is useful in interpreting the impact and benefit-cost 
results, and also provides useful data to administrators seeking to replicate effective 
programs (or to avoid the features of ineffective ones). 
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reform strategies. The knowledge base on the first three approaches— and particularly 
with respect to welfare-to-work programs — is extensive. Although some key questions 
remain unanswered, the existing research provides a solid foundation for current deci- 
sion-making. In contrast, time limits are largely untested. The first evaluations of state 
time-limit programs are in their early stages, and have yielded few firm conclusions. In 
this case, the research can be used to highlight the likely opportunities and challenges of 
alternative program designs, and to identify some early implementation lessons from 
studies of the first state programs. 



Measuring a Program's Impact on Earnings 




To a large extent, the studies that are cited in Part II focused on a few key outcomes— 
typically, employment rates, earnings, rates and amounts of welfare receipt, and, in some 
cases, family income. However, random assignment can be used to assess a wide range of 
program impacts. The latest studies of this type examine whether programs or policies affect 
the social and cognitive development of children, family structure, literacy levels, and 
fertility, among other outcomes. In addition, random assignment can be used to compare the 
relative effectiveness of two or more alternative policy approaches (in such studies, people 
are randomly assigned to one of several groups). 

Most of the key studies of welfare reforms over the past 15 to 20 years have used 
random assignment. As new kinds of policies emerge, other methods are being developed to 
measure program impacts in situations where random assignment is less powerful. For 
example, random assignment may not fully measure the impacts of policies that generate 
broad changes in community attitudes toward welfare, employment, childbearing, and 
other issues; it is difficult to create a control group that is truly unaffected by such a policy. 
Similarly, since random assignment can only measure changes that occur after people are 
assigned to program and control groups, other methods are sometimes used to assess 
whether policies have affected the number of people who apply for welfare in the first place 
(these are known as "entry effects"). Thus, in some cases. Part n cites studies that examined 
issues such as these without using random assignment. 
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Chapter 3 



Welfare-to-Work 

Programs 



The concept of providing education, training, and job search assistance to help welfare 
recipients prepare for and find jobs can be traced back at least to the 1960s, when the 
Work Incentive (WIN) program was created to fund employment-related services for 
AFDC recipients. Over time, a growing share of recipients have been required to enter 
work-related activities; in 1971, most AFDC recipients without preschool children were 
required to register for WIN services (although not necessarily to participate in them). 
Later, the Family Support Act of 1988 extended participation mandates to a larger share 
of the caseload, shifted the emphasis to basic education and other skill-building activi- 
ties, and, for the first time, required states to ensure that specific percentages of AFDC 
recipients were participating in work-related activities provided through the Job 
Opportunities and Basic Skills Training (JOBS) program. 1 

In the 1990s, some states have sought to further expand the number of AFDC recipi- 
ents who are required to participate in welfare-to-work programs, increase the penalties 
for those who fail to comply with these mandates, and shift the emphasis of these pro- 
grams away from longer-term education and training services and toward activities, 
such as job search assistance, that are designed to move recipients into the labor market 
quickly. Although some provisions of the 1996 federal welfare law (see the box on page 
29) emphasize mandatory work (discussed in Chapter 4) over work-related activities 
such as job search assistance and training, the welfare-to-work approach is likely to 
remain a central element of many states' reform efforts. 

Because welfare-to-work programs have been the most commonly used approach 
to welfare reform, a number of careful studies have examined this approach in detail. 
This chapter draws on a substantial body of research results to answer some of the most 
important questions about welfare-to-work programs: 

• What can welfare-to-work programs accomplish, and what are their limitations? 

• How do welfare-to-work programs affect government budgets and participants' fi- 
nancial well-being? 

• Which works best: moving welfare recipients into jobs quickly, building their skills 
first, or a mixed strategy? 

• What other factors affect the success of welfare-to-work programs? 

• What is the highest feasible rate of participation in welfare-to-work programs? 

• What strategies work best for teenagers in households receiving AFDC? 

• What are the biggest unanswered questions about welfare-to-work programs? 
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The TANF Work Requirements 



In order to qualify for their full Temporary Assistance for Needy Families (TANF) block 
grant, states must ensure that a certain percentage of recipients are engaged in specific 
work activities. The required participation rate increases from 25 percent in 1997 to 50 
percent in 2002 (there are separate, higher rates for two-parent families). However, a 
state's required rate for a particular year may be reduced if its caseload in the prior year 
was lower than its caseload in 1995, Thus, states with decreasing caseloads will face 
lower participation rates. States that fail to meet the rates may be penalized by having 
their block grant reduced. 

To count toward the rates, a recipient must be in an allowable activity for at least 20 
to 30 hours per week, depending on the year. (The requirement is 20 hours for single 
parents with children under six, and 35 hours for two-parent families.) In general, at 
least 20 hours of participation must be in one of a set of allowable activities that 
includes subsidized and unsubsidized employment, work experience, on-the-job 
training, and community service programs. Job search assistance is allowable, but only 
for six weeks per person in most cases, and vocational educational training is permitted 
for up to 12 months per individual (although there is a cap on the number of people 
who can meet the requirements through this activity). Although these rules limit the 
conditions under which education, training, and job search (the most frequently used 
activities under JOBS) count toward the rates, states are free to use TANF funds to 
provide these services, and to require recipients to participate in them. 

In general, the "base" for the participation rate includes all cases receiving assis- 
tance that include an adult, minus those in sanction status. However, states may choose 
to exempt single parents with children under age one, and not count them in the rate. 

Finally, states must require recipients who have received assistance for two months 
and who are not engaged in work to participate in community service employment, and 
the state's TANF plan must require recipients to engage in work once they have 
received assistance for 24 months. Both of these provisions allow states to define "work" 
and the other elements of the mandates, and neither includes an explicit penalty for 
states that fail to meet the requirements. 

For more detailed information, see the Appendix. 



■ What can ivelfare-to-work programs accomplish , and 
what are their limitations ? 

The best welfare-to-work programs generate significant changes. Figures 3.1 and 3.2 
show the results for a large-scale welfare-to-work program called GAIN (Greater Av- 
enues for Independence) in Riverside County, California (one of the 25 most populous 
counties in the United States). During the period when it was studied, GAIN 
required most AFDC recipients with no preschool children to participate in specific edu- 
cation, training, or job search activities throughout their time on welfare. 

As Figure 3.1 shows, over the first five years after they became subject to GAIN'S 
requirements, 72 percent of people in the GAIN program group in Riverside were 
employed at some point, compared to 62 percent of the people in a control group that 
was not subject to GAIN. During the same period, members of the GAIN program group 
earned, on average, 42 percent more than control group members and received 15 per- 
cent less in AFDC payments. 2 (The earnings and AFDC amounts shown in Figure 3.1 are 
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averaged over everyone in the 
program and control groups, 
most of whom did not work or 
receive AFDC continuously dur- 
ing the five-year period — see the 
box below.) Over time, people in 
the control group got jobs and 
left welfare on their own, but the 
program continued to make a 
substantial difference: As shown 
in Figure 3.2, the average earn- 
ings of GAIN program group 
members were still substantially 
higher than those of control 
group members, even after five 
years. 

The reduction in AFDC and 
other public assistance spending 
generated by Riverside's GAIN 
program (and the taxes paid by 
participants who found jobs be- 
cause of GAIN) more than off- 
set the cost of running the pro- 
gram — a rare achievement for 
any public program. In fact, over 
five years, Riverside GAIN 
saved taxpayers almost $3 for 



Figure 3.1 



Results for the Riverside County GAIN Program 
Over a Five-Year Follow-Up Period 



72% 




Program Control 
group group 



Percentage 

Ever 

Employed 



42% 

increase 



S16Q74 ^ earnings 




Program Control 
group group 



Average Total 
Earnings 
from Work, Per 
Person 



15% decrease 
in AFDC 




Program Control 
group group 



Average AFDC 
Payments 
Received, Per 
Person 



SOURCE: Data from Stephen Freedman, Daniel Friedlander, 
Winston Lin, and Amanda Schweder, GAIN: Five-Year Impacts on 
Employment , Earnings , and AFDC Receipt (New York: MDRC, 1996), 
Tablet. 



Understanding Impact Results 



Impact results from random assignment studies are frequently misunderstood. For 
example, Figure 3.2 shows the average quarterly earnings for the program and control 
groups in Riverside County's GAIN program (earnings data are often reported in three- 
month periods). In the 12th quarter, program group members earned an average of $898 
and control group members averaged $660 (the program group figure is 36 percent higher). 

These figures do not mean that GAIN participants typically found jobs paying only $898 
per quarter (which would translate into about $3,600 per year), nor that program group 
members found jobs that paid 36 percent more than the jobs found by control group 
members. The accompanying table examines quarter 12 to reveal what the results mean. 

This table illustrates two important points. First, most people in both groups did not 
work at all during quarter 12. Nevertheless, the averages are calculated for everyone in the 
two groups. In other words, about 68 percent of program group members and 76 percent of 
control group members were counted as zeros in calculating the averages. 

Second, as shown in the second row of the table, program group members who worked 
earned about the same amount, on average, as control group members who worked (these 
figures include people who worked part-time or worked for only part of the quarter), 
suggesting that the program did not help people get higher-paying jobs. Rather, the 
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every $1 that was spent to run it; 
net public spending for the 
nearly 4,500 people in the GAIN 
program group was about $13 
million less over the five-year 
period than it would have been 
if GAIN had not existed. 3 The 
Riverside program also made 
participants slightly better off fi- 
nancially: Their average gains 
(from higher earnings and fringe 
benefits) outweighed their aver- 
age losses (from lower AFDC 
payments and higher tax pay- 
ments) by about $2,000 per per- 
son over five years. 4 

The Riverside results are un- 
usually strong, but many wel- 
fare-to-work programs, operat- 
ing in diverse environments, 
have made a difference. For ex- 
ample, the box on pages 32-33 
shows results from the six coun- 
ties that were part of the GAIN 
study, all of which produced at 
least some positive impacts. 
These results are important 



program raised average earnings by increasing the number of people who worked. (As 
discussed below, some programs do the opposite: They raise average earnings by helping 
people get higher-paying jobs, but do not increase the number of people who work.) 

The same issue applies to the earnings and AFDC totals shown in Figure 3.1: The 
averages include everyone in the two groups, even though most people worked for only a 
fraction of the five-year period. Similarly, most people did not receive AFDC continuously. 
(As with earnings, programs can reduce average AFDC payments by.reducing the number 
of people receiving AFDC and/or by reducing the average payment per recipient.) 



Outcome 


Program group 


Control group 


Percentage of group members 
who worked at all during quarter 12 


32.0% 


24.2% 


Average earnings in the quarter 
for those who worked at all 


$2,806 


$2,727 


Average earnings in quarter 12 for the full group 


$898 


$660 



Figure 3.2 

Average Earnings Per Quarter for Program and 
Control Group Members in the Riverside County 




Quarter of Follow-Up 



SOURCE: Data from Stephen Freedman, Daniel Friedlander, Winston 
Lin, and Amanda Schweder, GAIN: Five-Year Impacts on Employment , 
Earnings, and AFDC Receipt (New York: MDRC, 1996), Table 1. 
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Making a Difference in Diverse Environments: 
Fifth- Year Results for California's GAIN Program 



The accompanying table summarizes recently released long-term results from the six 
diverse counties that were part of a large-scale evaluation of GAIN. The panel below shows 
how the programs affected participants' earnings in the fifth year of the follow-up period, 
and the panel opposite shows the effects on welfare receipt in the same year. In both cases, 
results are presented separately for participants who entered GAIN with a high school 
diploma (or GED certificate) and basic literacy skills, and those who lacked a diploma or 
literacy skills. Members of the latter group— who accounted for 50 to 80 percent of the 
total— were required to enter basic education classes unless they chose to look for a job first. 
Members of the former group usually started by looking for jobs; if they did not find one, 
they sometimes received job training or other services. 



Average Total Earnings Per Person in Year 5 



County and group 


Program 

group 


Control 

group 


Difference 

(impact) 


Percentage 

change 


Alameda 


H.s. graduate with basic skills 1 


$6,239 


$5,158 


$1,081 


21% 


\ Lacked h.s. diploma or basic skills 2 


2,411 


2,260 


151 


7 


vButte 


H.s. graduate with basic skills 


6,347 


4,752 


1,594 * 


34 


Lacked h.s. diploma or basic skills 


2,869 


1,500 


1,368 ** 


91 


Los Angeles 


H.s. graduate with basic skills 


4,443 


3,783 


659 


17 


Lacked h.s. diploma or basic skills 


2,002 


1,885 


117 


6 


Riverside 


H.s. with basic skills 


5,595 


4,691 


904 * 


19 


Lacked h.s. diploma or basic skills 


2,680 


1,725 




55 


San Diego 


H.s. graduate with basic skills 


6,327 


5,364 


963 ** 


18 


Lacked h.s. diploma or basic skills 


2,709 


2,571 


138 


5 


Tulare 


H.s. graduate with basic skills 


5,932 


5,726 


206 


4 


Lacked h.s. diploma or basic skills 


2,663 


1,821 


842 *** 


46 



SOURCE: Stephen Freedman, Daniel Friedlander, Winston Lin, and Amanda Schweder, GAIN: Five-Year 
Impacts on Employment, Earnings, and AFDC Receipt (New York: MDRC, 1996). 

NOTES: The amounts are expressed in nominal dollars; they are not adjusted for inflation. People entered the 
GAIN study between early 1988 and mid-1990; thus, "year 5" occurred between 1993 and 1995, depending on 
the individual. ° 

Impact estimates marked with asterisks are considered to be statistically significant. Those marked with 
three asterisks are statistically significant at the 1 percent level— that is, there is at least a 99 percent probability 
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As the table shows. Riverside County was unusual because it substantially increased 
earnings and reduced welfare receipt for both groups; moreover. Riverside's program was 
the least costly to operate and generated the largest return for taxpayers. But Riverside was 
not a "special case." Although the counties used very different approaches to implementing 
GAIN, most of them generated positive results for at least one of the groups. In addition, 
the fact that there were still large differences between the program and control groups in 
several counties after five years is striking. As discussed later in this chapter, the differences 
between groups usually diminished over time in earlier welfare-to-work programs that 
required and helped participants to look for jobs, but did not provide much training or 
education. 



Average Total AFDC Payments Per Person in Year 5 

Program Control Difference Percentage 
County and group g rQU P g rQU P (impact) change 



Alameda 



H.s. graduate with basic skills 


$3,166 


$3,325 


$-158 


-5% 


Lacked h.s. diploma or basic skills 


3,657 


4,177 


-520 ** 


-12 


Butte 


H.s. graduate with basic skills 


1,502 


1,643 * 


-141 


-9 


Lacked h.s. diploma or basic skills 


1,862 


2,308 


-446 


-19 


Los Angeles 


H.s. graduate with basic skills 


2,790 


3,001 


-211 


-/ 


Lacked h.s. diploma or basic skills 


3,295 


3,411 


-116 


-3 


Riverside 


H.s. graduate with basic skills 


1,646 


1,871 


-225 


-12 


Lacked h.s. diploma or basic skills 


2,253 


2,594 


-341 ** 


-13 


San Diego 


H.s. graduate with basic skills 


1,793 


2,027 


-234 


-12 


Lacked h.s. diploma or basic skills 


2,940 


3,072 


-132 


-4 


Tulare 


H.s. graduate with basic skills 


2,085 


2,381 


-296 


-12 


Lacked h.s. diploma or basic skills 


3,014 


3,215 


-202 


-6 



that the program actually had an impact. Two asterisks indicate that the estimate is statistically significant at 
the 5 percent level, and one asterisk indicates that the estimate is statistically significant at the 10 percent level. 

1. For all counties, individuals in this group had a high school diploma or a GED certificate, and scored 
above 215 on both the math and reading parts of the Comprehensive Adult Student Assessment System 
(CASAS) when they entered GAIN. 

2. For all counties, individuals in this group lacked a high school diploma or a GED certificate, or scored 
below 215 on either part of the CASAS when they entered GAIN. 
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because GAIN is the nation's largest welfare-to-work program— during the period of 
the evaluation, it accounted for 13 percent of federal JOBS spending— and because 
California includes about one-sixth of the national AFDC caseload. 5 More recently, two- 
year results from three sites in a study of the JOBS program show increases in earnings 

and reductions in welfare receipt that are comparable to the GAIN results at a similar 
point. 6 

At the same time, welfare-to-work programs are not a panacea. Even the best pro- 
grams do not, by themselves, come close to ending poverty or welfare receipt: In River- 
side, people m the GAIN program group typically got the same types of low-paying 
jobs as control group members. Thus, three years after entering GAIN, 41 percent were 
receiving AFDC and 81 percent had income at or below the poverty line. 7 Moreover, 
many of the people who found jobs lost them relatively quickly; while 67 percent of 
Riverside GAIN program group members worked at some point within three years af- 
ter entermg GAIN, only 31 percent were working at the end of the third year. Finally, 
most other programs that have been tested have not generated impacts as large as those 
measured in Riverside. Nonetheless, when well implemented, this approach can simul- 
taneously reduce dependency, save money for taxpayers, and, in some cases, make par- 
ticipants somewhat better off financially; this fact is striking, given the usual conflict 
among these goals. 

I How do welfare-to-work programs affect government budgets 
and participants’ financial well-being? 

As discussed in the introduction to Part II, evaluations of welfare-to-work programs 
usually include a benefit-cost analysis that weighs the financial gains and losses gener- 
ated by the program from the perspectives of government budgets and welfare recipi- 
ents who were eligible for the program. These results are often seen as the program's 
financial "bottom line." 

Measuring costs and savings for government. Welfare-to-work programs affect gov- 
ernment budgets in two ways. On one side of the ledger, the programs incur costs for 
staff salaries and overhead, child care assistance for participants, and other items that 
would not exist in a simple check-writing program. On the other side, the programs 
often reduce public spending by lowering welfare receipt, and raise revenues by in- 
creasing the number of working people who pay taxes. The net impact for taxpayers 
depends on the relative size of these effects. 

This financial calculation is straightforward, but the reality for a state or 
municipal budget is more complicated. For example: 

• The costs of welfare-to-work programs tend to be spread across many agencies. For 
example, a welfare agency may administer a program, but services may be pro- 
vided by school districts, community colleges, or other organizations with separate 
funding streams. Agencies other than the welfare department bore about one-third 
of the cost of California's GAIN program and a little less than one-half of the cost of 
Florida's JOBS program, Project Independence. 8 Similarly, both costs and savings 
accrue to different levels of government. Funding for some public assistance 
programs, such as Medicaid, is shared by federal, state, and, in some cases, local 



Chapter 3: Welfare-to-Work Programs 



35 



governments. Thus, if a program causes Medicaid spending to decrease, the savings 
would be shared. In contrast, Food Stamp benefits are entirely federally funded. 
Under the block grant arrangement established by the 1996 welfare law, savings in 
cash assistance spending will, in principle, go exclusively to states; the amount of 
federal funding for each state is essentially fixed for six years. 

• P rogra ms spend money on people who do not actually receive services, and these 
people may be affected by the programs. This is particularly the case in mandatory 
programs: People who are subject to mandates may find jobs or report their em- 
ployment in order to avoid participating (that is why it is important to look at re- 
sults for everyone subject to the program, not just those who participate). Manda- 
tory programs spend staff time (and thus money) monitoring and enforcing man- 
dates and imposing sanctions on nonparticipants. 

• Some of the money spent on a welfare-to-work program would have been spent 
anyway, even if the program did not exist. When there is a control group, it is easy to 
see that people who are not part of the program obtain education and training ser- 
vices in their communities on their own. Net costs — calculated by subtracting the 
cost of services received by control group members from the costs for program group 
members — were about one-third of gross costs in Project Independence and about 
two-thirds of gross costs in GAIN. 9 

To determine the bottom line for government budgets, the studies discussed in this 
book usually compare the total net cost of the program with the total savings for all 
agencies and levels of government (some of the studies also break out the results for 
federal and state governments). To get an accurate measure of per-person costs and 
benefits, cost and savings figures are calculated per person enrolled in or targeted by the 
program — that is, per member of the program group — not per actual participant. 

Finally, it is important to consider the time period over which costs and benefits are 
measured. Welfare-to-work programs, like many other types of investments, generate 
higher costs initially and save money later. Programs start spending money on partici- 
pants when they enroll (or even before), providing services such as job search assis- 
tance, training, and counseling. If the services are successful, the participant eventually 
finds a job and leaves welfare (or receives lower benefits), starting a stream of savings. 
Every month that she stays off welfare and pays taxes — assuming that she would not 
have done this on her own, without the program — taxpayers save money. 

This pattern of costs and savings helps to explain an important but paradoxical find- 
ing from the research on welfare-to-work programs: On the one hand, as discussed be- 
low, studies show that these programs often save more than they cost, resulting in a net 
decrease in public spending. On the other hand, government needs to spend money to 
put these programs in place. In fact, both statements are true: An upfront investment 
during the first year or two after a program is implemented or greatly expanded is needed 
in order to generate savings that typically continue for many years. 10 

The studies discussed in this book usually look at a five-year period; that is, costs 
and savings are measured during the first five years following each person s entry into 
the study. This is generally long enough to get a clear picture of the bottom line. 
However, it is important to note that, until recently, evaluations have not specifically 
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examined how programs affect participants' children. If children are affected in ways 
that in turn alter government spending, these data may dramatically change the benefit- 
cost calculations over the very long run. (This issue is discussed further in Chapter 7.) 

Factors that affect public costs and savings. Welfare-to-work programs that have 
been studied have generated very different levels of costs and savings. Several factors 
seem to affect these results: 

• Service mix. As will be discussed in the next section, different welfare-to-work pro- 
grams stress different types of services. In general, services such as education or job 
training that last a relatively long time (people may remain in such activities for a 
year or two or more) are costlier than services, such as job search assistance, that aim 
to find participants jobs quickly. In addition, as will be discussed in the next section, 
the service mix affects the timing of costs and savings: Models focusing on quick 
employment are likely to start generating savings faster by helping people move off 
welfare quickly. 

• Target group. Several characteristics of the participants may affect costs. For ex- 
ample, programs that target mothers with very young children are likely to incur 
significantly higher costs for child care. In Florida's Project Independence, the gross 
cost of child care per program group member was about 20 times higher for those 
with a preschool child than for those with no preschool children. 11 Savings are also 
likely to be affected by the target group; for example, if a program mostly serves 
people who could move off welfare without assistance, it would be unlikely to gen- 
erate significantly larger reductions in welfare spending than would be achieved 
without the program. 

• Management practices. Programs are likely to generate quite different costs even if 
the target group and service mix are similar. These differences are driven by a broad 
set of factors, including wage scales, overhead costs, and client/staff ratios. In addi- 
tion, a number of management practices may affect costs. For example, as discussed 
further in the next section, staff in the Riverside GAIN program kept close tabs on 
participants in education programs and sometimes referred them to job search if 
they failed to attend regularly; this probably contributed to shorter average stays in 
education and lower costs. 12 Similarly, the degree to which a program emphasizes 
formal versus informal child care for participants' children is likely to affect pro- 
gram costs. 13 

Costs and savings in specific programs. Table 3.1 shows the per-person costs of 
several welfare-to-work programs that have been tested in the past 10 to 15 years. The 
cost figures have been adjusted for inflation: All are expressed in 1993 dollars. 14 

In the 1980s, several studies tested simple welfare-to-work programs that mostly 
required and helped participants look for jobs (the results of these studies are discussed 
in the next section). These programs were relatively inexpensive, in part because partici- 
pants usually remained in program activities for only a few weeks. The combined costs 
for all agencies ranged from about $200 per program group member in an Arkansas 
program to about $1,200 in San Diego (welfare agencies bore most of these costs). When 
the cost of services received by control group members was subtracted out, the net cost 
to all agencies ranged from less than $200 to about $800 per person. 
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California's GAIN program cost considerably more to operate, reflecting primarily 
its heavier use of longer-term education and training activities. The cost for all agencies 
combined was about $4,400 per program group member across all six counties in the 
study. But costs varied dramatically from county to county: The cost for all agencies 
ranged from less than $3,000 per program group member in Riverside County to more 
than $6,600 in Alameda County (Oakland). 15 

Across all six counties, welfare agencies accounted for about $2,900 of the $4,400 in 
per-person costs for GAIN (about two-thirds of the total). About 60 percent of the 
welfare agency costs went for activities that could be classified as "case management" 



Table 3.1 



Per-Person Costs for Various Welfare-to-Work Programs Over Five Years 



Program 


Cost for the 
welfare 
agency only 


Cost for all 
agencies 
combined 


Net cost (cost per 
program group 
member minus cost 
per control group 
member) 


Job-search-only programs 

Arkansas WORK 


$168 


$223 


$162 


San Diego Employment 
Preparation Program 


$956 


$1,186 


$798 


Virginia Employment 
Services Program 


$620 


$840 


$591 


Mixed programs (job search plus 
education and/or training) 

San Diego SWIM 


$1,088 


$1,997 


$1,188 


GAIN (all counties) 


$2,899 


$4,415 


$3,422 


GAIN (Riverside) 


$2,073 


$2,963 


$1,597 


Florida Project Independence 


$550 


$1,304 


$1,150 


Employment-focused JOBS 
programs (costs over 
two years) 


$945-$2,036 


$1,227-$3,109 


$l,108-$2,277 



SOURCES: Judith M. Gueron and Edward Pauly, From Welfare to Work (New York: Russell Sage Foundation, 1991), 
p. 256 (for Arkansas WORK, San Diego Employment Preparation Program, and Virginia ESP); Gayle Hamilton and 
Daniel Friedlander, Final Report on the Saturation Work Initiative Model in San Diego (New York: MDRC, 1989), p. 120; 
James Riccio, Daniel Friedlander, and Stephen Freedman, GAIN: Benefits , Ccsfs, and Three-^ear Iitipacts of a Welfare- 
to-Work Program (New York: MDRC, 1994), p. xli; James J. Kemple, Daniel Friedlander, and Veronica Fellerath, 
Florida's Project Independence: Benefits , Costs , and Two-Year Impacts of Florida's JOBS Program (New York: MDRC, 1995), 
p. ES-23; U.S. Department of Health and Human Services and U.S. Department of Education, The JOBS Evaluation: 
Program Implementation and Two-Year Participation Patterns , Costs , and Impacts in Three Sites , prepared by Gayle 
Hamilton, Thomas Brock, Mary Farrell, Daniel Friedlander, and Kristen Harknett (Washington, D.C.: U.S. 
Department of Health and Human Services, Office of the Assistant Secretary for Planning and Evaluation, 
forthcoming). 

NOTES: All costs are expressed in 1993 dollars. 

As noted in the table, the costs for the employment-focused JOBS programs (the last row of the table) cover 
two, rather than five, years. Previous studies have found that the large majority of costs are concentrated in the first 
two years of the study's follow-up period. 
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(conducting program orientations, assessing participants and assigning them to activi- 
ties, monitoring their attendance and responding to noncompliance, and so forth). Non- 
welfare-agency costs were mostly for providing education or training. 16 Child care 
accounted for only about 5 percent of GAIN costs, in part because mothers with pre- 
school children were not required to participate during the period when the study took 
place; activities for those with no preschool children were often scheduled around school 
hours to reduce the need for child care. 17 GAIN'S net cost to all agencies was about $3,400 
per program group member. 

Other programs have generated mid-range costs. The San Diego Saturation Work 
Initiative Model (SWIM) — a 1980s demonstration program that provided a mix of job 
search, education, training, and unpaid work experience and achieved high levels of 
participation — cost the welfare agency about $1,100 per program group member; the 
per-person cost for all agencies was about $2,000. The cost of Florida's Project Indepen- 
dence — a mixed program that emphasized short-term job search activities and that en- 
countered rising caseloads and consequent funding constraints during the study pe- 
riod was only about $550 for the welfare agency and $1,300 for all agencies combined. 
Both SWIM and Project Independence had net costs of about $1,000 per program group 
member. Recent data from three JOBS programs that used a mix of services but empha- 
sized quick job placement are in the same general range: The programs cost about $1,000 
to $2,000 per person for the welfare agency, and $1,200 to $3,000 per person for all agen- 
cies combined; net costs ranged from about $1,100 to $2,300 per person. 18 

As explained earlier in this chapter, the fiscal bottom line for taxpayers depends on 
whether a program produces enough welfare savings and increased tax revenues to 
offset its operational costs. Although this is an important measure of program success, it 
is also useful to point out that most public programs are not specifically intended to 
reduce spending: They are intended to achieve a specific goal, such as defending the 
country from military threats, keeping roads and bridges repaired, or, in this case, re- 
ducing dependency and/ or poverty. Some communities might decide that it is worth- 
while to spend more to achieve certain welfare reform goals, while others might not. 

Many welfare-to-work programs have broken even or produced a net gain for tax- 
payers over a five-year period. The programs may not have broken even in the first 
years (where most of the costs were concentrated), but over time, savings accumulated 
and eventually outweighed the upfront costs. The 1980s job search programs returned 
taxpayers between $1 and $6 for every dollar invested in the program. 19 Some mixed 
programs — models that provided both job search assistance and skill-building services — 
have also achieved this result: As shown in Figure 3.3, the San Diego SWIM program 
produced a payoff of $2.34 per dollar invested, and Riverside's GAIN program returned 
$2.84 for each dollar invested (these figures are obtained by dividing the per-person 
savings by the per-person net cost). In contrast, Florida's Project Independence gener- 
ated savings that were about equal to costs, and in three of the six counties in the GAIN 
evaluation, savings were not great enough to offset costs. 20 As discussed further in the 
next section, programs that focus on quick employment — whether they provide a mix of 
services or just job search assistance— have fairly consistently broken even or saved money 
for taxpayers. Programs with a stronger emphasis on skill-building services have been 
less likely to achieve this result— although they have generated other positive impacts. 
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Complications. In principle, the information in this section means that an upfront 
investment in a well-administered welfare-to-work program should lead to lower over- 
all public spending down the road. However, upfront investments are not always easy 
to justify in an environment of annual or biannual budgets. 

Moreover, these cost and savings dynamics are easier to identify in studies than in 
the real-life world of state budgets, where there are no control groups. In a period of 
economic expansion, states often cite their reform policies to explain shrinking welfare 
caseloads. In contrast, a recession may drive up welfare caseloads and costs, dwarfing 
the effect of a welfare-to-work program. Although random assignment studies have 

shown that welfare-to-work pro- 



Figure 3.3 



The Effect of Various Wei fare-to- Work Programs 
on Government Budgets: Per-Person Costs and 
Savings Over Five Years 
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SOURCES: James Riccio, Daniel Friedlander, and Stephen 
Freedman, GAIN: Benefits , Costs, and Three-Year Impacts of a Welfare- 
to-Work Program (New York: MDRC, 1994), p. 254; James J. Kemple, 
Daniel Friedlander, and Veronica Fellerath, Florida's Project 
Independence: Benefits , Costs, and Tiuo-Year Impacts of Florida's JOBS 
Program (New York: MDRC, 1995), p. ES-25; Daniel Friedlander and 
Gayle Hamilton, The Saturation Work Initiative Model in San Diego : A 
Five-Year Follozv-Up Study (New York: MDRC, 1993), p. 57. 

NOTES: Figures are in 1993 dollars. 

Totals may be discrepant because of rounding. 
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grams can generate savings un- 
der a variety of economic condi- 
tions, it may be difficult to sustain 
funding for such a program dur- 
ing an economic slowdown; with- 
out a control group, it is hard to 
prove that welfare spending 
would have been even higher had 
the program not been in place. 
For example, the Riverside GAIN 
program, described earlier, sig- 
nificantly reduced AFDC spend- 
ing (relative to a control group) 
during a period when the 
county's overall AFDC caseload 
was rising. Without the control 
group, it would have been diffi- 
cult to tell that the program was 
working well. 

The participant perspective. 

The typical benefit-cost analysis 
also looks at results from the per- 
spective of program group mem- 
bers. For them, financial costs 
include lower public assistance 
benefits and higher taxes paid, 
and benefits include higher earn- 
ings and fringe benefits. This fo- 
cus on family income is limited 
in some respects — there are many 
nonmonetary benefits and costs 
associated with working or being 
on welfare — but it is critical none- 
theless. 

Several of the programs 
discussed in this chapter made 
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participants better off financially; their gains outweighed their losses. However, the 
differences are not large in most instances. As shown in Figure 3.4, the GAIN evaluation 
found that the average net gain for participants was about $900 over a five-year period. 
(This figure is obtained by subtracting the per-person loss from the per-person gain.) 
The largest net gain, about $1,900, was in Riverside, while participants in Los Angeles 
experienced a net loss. 21 Partici- ■ 



pants in the San Diego SWIM 
program were no better off finan- 
cially — gains and losses were al- 
most equal — and participants in 
Florida's Project Independence 
experienced a small net loss. 22 
(These gains and losses are mea- 
sured relative to the control 
group. The figures are not a 
"before" and "after" comparison: 
They do not show whether pro- 
gram group members were finan- 
cially better off at the end of the 
follow-up period than they 
were when they enrolled in the 
program.) 

I Which works best: 
moving welfare 
recipients into jobs 
quickly, building 
their skills first, 
or using a mixed 
strategy? 



Figure 3.4 



The Financial Effects of Various Welfare-to-Work 
Programs on Welfare Recipients: Per-Person 
Gains and Losses (Relative to the Control Group) 
Over Five Years 
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The welfare-to-work programs 
that have been tested fall at vari- 
ous points on a continuum. At 
one end are models that aim to 
move participants into jobs 
quickly by requiring and/or 
helping them look for work. At 
the other end are models that rely 
heavily on skill-building services, 
such as education or occupa- 
tional skills training, to prepare 
participants for higher- wage jobs. 
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because of increased 
employment 



□ Less welfare received 
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SOURCES: James Riccio, Daniel Friedlander, and Stephen 
Freedman, GAIN: Benefits , Costs , and Three-Year Impacts of a Welfare- 
to-Work Program (New York: MDRC, 1994), p. 252; James J. Kemple, 
Daniel Friedlander, and Veronica Fellerath, Florida's Project 
Independence: Benefits , Costs , and Two-Year Impacts of Florida's JOBS 
Program (New York: MDRC, 1995), p. ES-25; Daniel Friedlander 
and Gayle Hamilton, The Saturation Work Initiative Model in San 
Diego: A Five-Year Follow-Up Study (New York: MDRC, 1993), p. 57. 

NOTES: All figures are in 1993 dollars. 

Totals may be discrepant because of rounding. 

The small segment at the top of the SWIM "Gains" bar refers to 
support services and allowances. 
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Between these two poles lie a variety of "mixed" models that stress both approaches to 
some extent and for different groups of welfare recipients. 

There is heated debate about which of these strategies works best. Some contend 
that education and training are ineffective, and that welfare recipients do best by work- 
ing their way up from entry-level jobs. Others argue that welfare recipients who are 
pushed into the labor market too quickly typically obtain unstable, low-wage jobs and 
end up back on welfare. The enactment of the 1996 welfare law increases the saliency of 
this issue. The law's work requirements limit the conditions under which education, 
training, and job search assistance count toward federal participation rates. But other 
aspects of the law, such as the fixed overall level of federal funding and the five-year 
limit on funding for most families, will push many states to favor whatever strategies 
are best able to help recipients — particularly long-term recipients — find and hold jobs. 

At this point, the evidence suggests that the story is more complicated than the 
rhetoric on either side of the debate. In fact, the answer to the question depends in part 
on the relative importance of different goals, such as saving money, reducing welfare 
receipt, and improving participants' financial well-being. In addition, as discussed fur- 
ther in the next section, the mix of services is only one of the factors that determine how 
well a program works. 

The answer also depends on the time horizon. As noted in the previous section, 
programs oriented toward quick employment are bound to do better at first because 
participants start finding jobs and leaving welfare more quickly. Moreover, these pro- 
grams are inexpensive to run, so they have a head start at saving money for taxpayers. 
In contrast, programs with a stronger emphasis on education or training cost more to 
operate and keep people on welfare longer initially. However, in the long run, these 
programs might do better for both participants and government budgets if they help 
people find higher-paying, more stable jobs that keep them off welfare longer. There is 
an increasingly strong connection between education and skills, and success in the cur- 
rent labor market. 23 

Early results from the JOBS Evaluation, which is testing quick employment and 
longer-term skill-building models side by side in the same locations (Atlanta, Georgia; 
Grand Rapids, Michigan; and Riverside, California), confirm that the quick employ- 
ment programs look better over the first two years of the follow-up period. However, 
AFDC and employment impacts (but not earnings impacts) were similar for the two 
approaches by the end of the two-year period. Thus, more follow-up is needed in order 
to judge the long-term effects of both strategies. 24 In the meantime, the best available 
evidence comes from comparing the results of programs in different locations that used 
different strategies. These comparisons are imperfect— many factors other than the pro- 
gram model may explain why programs generate different results — but they are useful 
nonetheless. 

Is job search enough? The low-cost end of the continuum has been studied exten- 
sively. In the 1980s, a number of rigorous evaluations tested simple welfare-to-work 
programs that sought to move people into the labor force quickly, primarily via job search 
activities. These programs, which operated in Arkansas, Illinois, Louisville, San Diego, 
and Virginia, required participants to look for jobs on their own for several weeks or to 
enter group job clubs that provided instruction in job-seeking skills and then assisted 
participants in looking for work. The programs offered few opportunities for partici- 
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pants to get education or training before job-hunting. In general, recipients participated 
in program activities for relatively short periods; they were not required to participate 
continuously throughout their time on welfare. 

The results were remarkably consistent: Almost always, the job search programs 
that provided more intensive help to participants caused some welfare recipients to find 
jobs faster than they otherwise would have. (One program that was very inexpensive 
and did little to assist participants with their job search generated no significant impacts 
on employment or earnings). 25 As a result, participants' average earnings and employ- 
ment rates were higher than the corresponding figures for control group members, at 
least initially. This can be seen in the "year 3" figures in the bottom panel of Figure 3.5, 
which illustrates the results of two of the 1980s job search programs. (Direct compari- 
sons between the two programs' results are inappropriate because of differences in local 
labor markets and participant characteristics.) Moreover, as discussed in the previous 
section, the programs generally produced savings (through reduced welfare and other 
spending) that more than offset the costs of running the programs, which were low. 

On the other hand, participants in the job search programs typically found the same 
kinds of low-wage jobs as control group members. Participants relied more on their 
own earnings and less on welfare during the study periods, but members of the pro- 
gram group were not much better off financially than control group members (although 
they may have felt better off in other ways); in other words, relative to the control group, 
program group members lost almost as much in welfare as they gained in earnings. Job 
loss was common in both groups, and 40 percent of those who left AFDC returned within 
one year. 26 In addition, the job search programs were less effective in increasing earnings 
for the most disadvantaged recipients, who faced the greatest barriers to employment. 
Finally, the job search programs usually failed to make a lasting difference; by the end of 
five years, the control group members usually had nearly "caught up" to the program 
group and were almost as likely to be employed or on welfare. Of course, this did not 
erase the earnings gains and welfare savings that had accumulated over the first several 
years. 27 

The results of the 1980s studies helped shape the Family Support Act of 1988. 28 The 
JOBS program, created through that legislation, was designed to build on the earlier 
programs by targeting more disadvantaged recipients and emphasizing education and 
training in addition to job search. Although the Family Support Act allowed states con- 
siderable flexibility in designing JOBS programs, in most places the program was imple- 
mented with a strong focus on basic education and/or training. 29 

What do we know about the impacts of education or training? Several studies 
have examined large-scale welfare-to-work programs that employed mixed strategies— 
providing both job search assistance and skill-building services. These programs had 
different ways of determining the activity assignments for particular participants (see 
the box on page 45). 

Although the knowledge base for mixed programs is extensive, the available data 
are limited in two respects. First, long-term data are needed to fully assess programs 
that provide substantial amounts of education and/or training, and such data are avail- 
able only in a few cases. Second, the programs that have been tested have mostly pro- 
vided either occupational skills training (that is, training, usually in a classroom setting, 
that focuses on a specific occupational area) or, more commonly, basic education — basic 

me 
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Figure 3.5 

Five-Year Results of Two 1980s Job Search Programs 



The programs were inexpensive to operate and succeeded in increasing earnings and 
reducing welfare receipt . . . 
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. . . Over time, the differences between the program and control groups narrowed. 
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Difference 
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Percentage 
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Program 

group 


Control 

group 


Difference 

(impact) 


Percentage 

change 


Arkansas 


Year 3 


$1,878 


$1,463 


$414** 


28% 


$989 


$1,217 


-$227 *** 


-19% 


Year 5 


$2,311 


$2,199 


$112 


5% 


$897 


$991 


-$94 


-9% 


Virginia 


Year 3 


$3,553 


$3,158 


$395 * 


13% 


$1,502 


$1,646 


-$144 ** 


-9% 


Year 5 


$4,444 


$4,200 


$245 


6% 


$919 


$931 


-$12 


-1% 



SOURCE: Data from Daniel Friedlander and Gary Burtless, Five Years After: The Long-Term Effects of Welfare-to-Work 
Programs (New York: Russell Sage Foundation, 1995), pp. 81, 88-89. 



NOTES: The figures are expressed in 1993 dollars. 

Impact estimates marked with asterisks are considered to be statistically significant. Those marked with three 
asterisks are statistically significant at the 1 percent level — that is, there is at least a 99 percent probability that the 
program actually had an impact. Two asterisks indicate that the estimate is statistically significant at the 5 percent 
level, and one asterisk indicates that the estimate is statistically significant at the 10 percent level. 

In the top panel of the figure, the five-year earnings impact in Virginia is statistically significant at the 10 percent 
level, and the five-year welfare impact in Arkansas is significant at the 1 percent level. 
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reading and math instruction, preparation for the high school equivalency exam (the 
General Educational Development, or GED, test), or English-language classes for people 
not proficient in English. There are no comparable evaluations that isolate the impact of 
college education for welfare recipients. (The results of programs providing training on 
the job, rather than in the classroom, are discussed in Chapter 4.) 

The evidence to date tells a mixed story. Results from the large-scale study of 
California's GAIN program show that mixed models can outperform job-search-only 
programs on some measures: Although results varied from county to county, on aver- 
age GAIN generated larger, longer-lasting impacts than the job search programs de- 
scribed earlier, and had greater success with more disadvantaged recipients. GAIN placed 
a strong emphasis on education and training (especially basic education), and these ser- 
vices may have contributed to its generally stronger results. Similarly, a 1980s program 
in Baltimore that stressed education and training generated longer-lasting earnings im- 
pacts than the job search programs described earlier. 30 

On the other hand, education or training-oriented programs have not consistently 
produced positive results. GAIN'S impacts and cost-effectiveness varied dramatically 
from county to county, and counties that placed a heavier emphasis on basic education 
or training did not necessarily. do better. In fact. Riverside County, which produced some 
of the strongest results, generally put less emphasis on education and training than other 
counties did. Moreover, GAIN'S impacts were not consistent for subgroups within the 
welfare population; some counties had limited success with more disadvantaged par- 
ticipants. Another mixed model, the San Diego SWIM program, discussed earlier in this 
chapter, generated substantial earnings gains and welfare savings, but differences be- 
tween the program and control groups diminished markedly in the last two years of the 
five-year follow-up period. 31 

The evidence also suggests that different types of skill-building services may gener- 
ate different results. Specifically, there is evidence from several studies that one particu- 
lar skill-building service, occupational training, can make progress in an area where job 
search programs usually fall short — in helping some welfare recipients obtain better- 
paying jobs. This result was found in studies of the GAIN program in Alameda County 
(Oakland) and the Baltimore program discussed earlier. 32 (The box on pages 46-47 
contrasts the results of GAIN in Alameda and Riverside counties to illustrate how train- 
ing may contribute to a program's results.) It also emerged from an evaluation of a well- 
known training program operated by the Center for Employment Training (CET) in San 
Jose, California. 33 (See the box on page 48 for a description of CET.) 

But even in the case of occupational training, the results are not consistent. The two 
evaluations that identified CET as an effective model also found less positive results for 
several other training-oriented programs. 34 Moreover, a national study of voluntary pro- 
grams that were operated under the Job Training Partnership Act (JTPA), while finding 
positive results for AFDC recipients overall, also found that recipients who were re- 
ferred to classroom training programs did not earn significantly more than control group 
members. 35 This uneven record raises questions about the content and quality of class- 
room training programs and about the procedures that programs have used to decide 
which participants are referred to this activity. 

In addition, it is important to note that training-oriented programs have so far been 
less successful than job search programs in one important respect: They have not consis- 
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Welfare-to-Work Models 



"Mixed" welfare-to-work programs, which provide both job search assistance and skill- 
building services such as education and job training, use a variety of methods to assign 
participants to specific services. In this box, three approaches are described and illus- 
trated. 

California's GAIN program created two service tracks, one for participants who had a 
high school diploma or GED (high school equivalency certificate) and who scored above 
a specific level on a basic reading and math test, and the other for dropouts and those 
with low test scores. The first group was assigned to job search activities initially; those 
who did not find jobs might then be referred for training, unpaid work experience 
(workfare), or other activities. The second group was required to begin with basic 
education unless they chose to try job search first: 




The San Diego SWIM program used a "fixed sequence": All participants started with a 
two-week job search workshop. Those who did not find jobs were placed in a workfare 
position (along with continuing job search). Those who were still unemployed after a 
13-week stint in workfare could be referred for education, training, or other activities: 
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The Baltimore Options program (like SWIM, a 1980s program) used a model that is 
common in many JOBS programs. Activity assignments were individualized on the 
basis of an initial assessment of participants' skills and interests: 
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tently reduced welfare receipt or welfare spending. The Baltimore program discussed 
earlier generated no significant AFDC savings, and the Alameda GAIN program pro- 
duced no significant savings for those with a high school diploma and basic literacy (the 
group that was most likely to receive training ). 36 In some cases, it appears that these 
programs primarily helped people who would have left welfare anyway, boosting them 
to higher-wage jobs. (This may be related to the training programs' entrance criteria or 
to the way programs assign participants to activities.) This result, coupled with the fact 
that skill-building programs are more expensive to run, means that they are less likely to 
save money for taxpayers. Thus, the argument that training will save more money over 
time by reducing welfare "recidivism" has so far not been borne out — at least not within 
the period covered by these studies. 

The fact that a training program does not save welfare dollars is not necessarily a 
sign that the program is unsuccessful — training is mainly intended to get people better 
jobs, not to reduce welfare receipt— but, in the context of welfare reform, savings and 



Two Paths to Higher Average Earnings 



The table opposite shows the results for two counties in the evaluation of GAIN, 
California's welfare-to-work program, during the first three years of the follow-up 
period. Although both programs provided a mix of job search, education, and training 
services, they had different philosophies. Riverside stressed immediate employment. 
Alameda (Oakland) made a stronger effort to move participants into basic education or, 
if they had high school diplomas, into occupational training or other skill-building 
activities to try to boost their earning potential. (Alameda's program also served a 
higher proportion of long-term welfare recipients, so cross-county comparisons should 
be made cautiously.) 

As the first row of the table shows, both programs generated large increases in 
average earnings over the three-year period. Members of the GAIN program group 
earned, on average, 49 percent more than control group members in Riverside and 30 
percent more than control group members in Alameda (the earnings amounts are 
averaged over all members of each group, including people who never worked or 
worked for only part of the three-year period). However, the programs achieved this 
result in different ways. The second row shows that Alameda program group members 
earned 12 percent more per quarter during which they worked than did control group 
members (employment and earnings data are reported in three-month periods). This 
and other data (not shown) indicate that employed program group members earned 
higher hourly wages and worked more hours than employed controls. (The earnings 
figures include people who worked part time or worked for only part of the three- 
month period.) In contrast, in Riverside, employed program group members earned 
approximately the same as employed control group members, indicating that they 
obtained roughly the same kinds of jobs. 

The third row of the table shows that Riverside generated a much larger increase in 
employment: On average, program group members worked in just over 4 of the 12 
quarters during the three-year period, compared to less than 3 quarters of employment 
for control group members; in percentage terms, program group members worked 46 
percent more during the period. The employment gain in Alameda was much smaller, 
about 16 percent. In other words, these data suggest that Riverside induced people to 
work more, but generally did not help them get better jobs. Alameda generated a much 
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reduced welfare receipt are often important goals. Of course, as noted earlier, 
policymakers in some communities might decide that raising the incomes of poor fami- 
lies via training is a worthwhile investment of public funds, while others might prefer 
an approach that reduces spending while leaving family incomes largely unchanged. 

Finally, while occupational training has generated some positive results, it is not 
available to everyone. Many training programs (CET is an exception) are not open to 
high school dropouts or people with very low literacy levels, including many welfare 
recipients. In welfare-to-work programs, this group tends to enter adult basic educa- 
tion — an activity that has not produced many impressive research results to date: 

• The ultimate goal of most adult education classes is to help participants pass the 
GED (high school equivalency) test. But some recent studies have questioned the 
conventional wisdom that people with a GED do better in the labor market than 
other high school dropouts and do as well as high school graduates (although a 
GED may allow people to access training programs, which can make a difference ). 37 



smaller increase in employment, but helped some people get higher-paying jobs. When 
the results are averaged across everyone in the program and control groups, both 
programs substantially raised average earnings. 

One final point should be made: The Alameda program's earnings gains were 
concentrated among recipients who already had a high school diploma and basic literacy 
when they came into GAIN. The fact that this group was targeted for training (as 
opposed to basic education) suggests that training played a role in helping these partici- 
pants find better-paying jobs. Riverside had earnings impacts for this group and for 
people without a high school diploma or basic literacy skills. 
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$2,502 


$2,226 


12.4% 


$2,321 


$2,279 


1.8% 


Average number 
of quarters with 
employment during 
the three-year period 


2.57 


2.22 


15.9% 


4.07 


2.78 


46.1% 



SOURCE: James Riccio, Daniel Friedlander, and Stephen Freedman, CAIN: Benefits , Costs , and Three-Year 
Impacts of a Wetfare-to-Work Program (New York: MDRC, 1994), Tables 4.1 (pp. 119-20), D2 (p. 317), and 
D5 (p. 323). Average earnings per quarter employed are calculated from Tables D2 (p. 317) and D5 (p. 323). 
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• Surveys of recipients entering the JOBS program have found that few are eager to 
study basic reading and math (they view training more positively ). 38 This may help 
to explain why many AFDC recipients have poor attendance and drop out of basic 
education programs without completing them . 39 Other research suggests that some 
recipients are better able to appreciate the value of education after they have tested 
the labor market . 40 

• Data from the GAIN evaluation show that it is hard to produce educational gains in 
large-scale basic education programs for welfare recipients. While GAIN dramati- 
cally increased the amount of time people spent in basic education, only one of the 
five counties studied — San Diego — succeeded in raising participants' test scores (rela- 
tive to the control group), and those gains were concentrated among participants 



The Center for Employment Training (CET) 



The Center for Employment Training (CET), based in San Jose, California, operates 
training programs that have generated strong results in two random assignment 
evaluations, one targeting young high school dropouts with low reading levels 1 and one 
targeting minority single parents (most of whom were welfare recipients). In the latter 
study, members of the CET program group earned, on average, $2,062 (22 percent) more 
than control group members over a 30-month follow-up period and obtained higher- 
paying jobs. More recent data show that earnings gains were still holding up after five 
years. Moreover, both studies found that CET — unlike many other training programs — 
generated welfare savings for at least some groups of recipients. 2 

CET has several distinctive features that make it particularly appealing in the current 
welfare reform context, in which time limits are pushing program operators to look for 
shorter skill-building models that are open to a broad range of welfare recipients: 

• CET accepts high school dropouts and graduates alike and operates on an "open- 
entry" basis (that is, people do not need to wait until the next semester or class cycle 
to start the program). 

• Enrollees — even those without a high school diploma — move directly to hands-on 
vocational training; basic education is integrated into the training, rather than 
preceding it. 

• CET's training programs are closely linked to the local business community to 
ensure that students are learning marketable skills and can find jobs quickly after 
completing their courses. 

• Finally, CET's training courses are relatively short, usually lasting about six months. 

Currently, a national study is testing whether the CET model can be effectively replicated 
in other cities. 3 



1. See George Cave et al., JOBSTART: Final Report on a Program for School Dropouts (New York: MDRC, 
1993). 

2. Minority Female Single Parent Demonstration: 30-Month MFSP Evaluation Findings, prepared by 
Mathematica Policy Research, Inc., Princeton, N.J., for The Rockefeller Foundation (undated); Amy 
Zambrowski and Anne Gordon, Evaluation of the Minority Female Single Parent Demonstration: Fifth-Year 
Impacts of CET, prepared by Mathematica Policy Research, Inc., Princeton, N.J., for The Rockefeller 
Foundation, 1993. JOBSTART welfare savings are from unpublished evaluation data. 

3. MDRC and Berkeley Planning Associates are conducting a random assignment evaluation of the 
CET program model as it is replicated at 10 sites around the country. 
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who had higher levels of literacy to start with. San Diego's program used an inten- 
sive schedule (classes met for 27 hours per week), specially selected teachers, close 
attendance monitoring, and other measures to tailor adult education to the GAIN 
population, rather than relying on existing community programs. (Another county, 
Tulare, generated a fairly large increase in GED receipt.) 41 

© In the GAIN study, there was no obvious connection between a county's degree of 
emphasis on basic education and the earnings impacts for participants with low 
literacy levels, even after five years. The Tulare County program, which stressed 
education for this group, succeeded in raising their earnings, but so did the River- 
side program, which placed much less emphasis on education. Other counties that 
substantially increased participation in basic education generated no earnings gains 
for this group. This was true even for San Diego, the one county where test scores 
increased. (The box on page 32 summarizes these results.) 42 

What does it all mean? The research to date does not support the extreme positions 
on either side of the debate over welfare-to-work strategies. Programs relying only on 
job search assistance can increase work and save money, but also have important limita- 
tions: They generally do not make a lasting difference or succeed with the most disad- 
vantaged recipients. Moreover, these programs usually do not improve families' finan- 
cial well-being. 

The GAIN results suggest that adding some skill-building activities to the mix of 
services can improve these impacts. But training and education are hard to do well. 
Moreover, while occupational training appears to be a promising strategy for raising 
incomes, it is less likely to reduce welfare receipt or save money for taxpayers. Finally, 
conventional training programs are often inaccessible to many welfare recipients; they 
are referred instead to adult basic education, an activity that has generated fewer posi- 
tive results. 

In the end, neither of these approaches is clearly "better" than the other; a 
community's preference will depend on its goals and budget constraints. Usually, re- 
source limitations will force a choice between serving more people with less expensive 
services and serving fewer people while spending more per person. 

The results generated by CET and the Riverside County GAIN program indicate 
that there may also be a middle ground. As noted earlier, CET has achieved success 
using a relatively brief training program that serves a wide range of people. 

The Riverside program, like other county GAIN programs, placed a heavy empha- 
sis on skill-building services — about 60 percent of participants entered an education or 
training activity — but also maintained a pervasive focus on employment (see the box on 
page 50). Riverside's approach generated the strongest results measured to date: large, 
long-lasting increases in participants' earnings and big budget savings for most major 
groups of welfare recipients, including very long-term recipients. 43 As noted earlier in 
this chapter, the Riverside results are limited in some respects, but the program's ability 
to further several diverse goals simultaneously has important implications for states as 
they design programs under TANF. An ongoing study of Los Angeles's current effort to 
adapt the elements of successful programs in Riverside and elsewhere should provide 
useful lessons on the replicability of this program approach. 44 
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What Characterized the Riverside County GAIN Program? 

The Riverside County GAIN program has drawn wide attention because it generated 
some of the strongest results measured to date for a large-scale welfare-to-work 
program. 

Some have mistyped Riverside as a simple job search program; in fact, when 
evaluated, it was a mixed model in which almost 60 percent of participants were in job 
search and about 60 percent were in education or training (with some in both). (Under 
statewide GAIN rules, recipients who were high school dropouts and those with low 
literacy scores — about two-thirds of those required to participate in GAIN — were 
required to start with basic education unless they chose job search.) 

At the same time, however, the Riverside program was found to have a pervasive 
focus on employment, which was demonstrated in several ways: 1 

• Staff strongly urged participants who were required to enter basic education to try 
job search first. Once participants enrolled in school, they were not allowed to 
languish there: Staff monitored them closely, urged them to look for work, and 
sometimes referred them to job search activities if they failed to make a diligent 
effort. These practices helped keep costs down. Overall, there was a more nearly 
equal use of job search and education in Riverside compared to other counties, and 
participants who did enter basic education in Riverside tended to remain there for 
shorter periods. 

• In their interactions with participants. Riverside staff sent a strong "message" that 
participants should move into the workforce quickly, if necessary by taking low- 
wage jobs. To promote this message, the program established job placement stan- 
dards for individual program staff and offices; the program also hired job develop- 
ers, who were responsible for working in the community to identify openings for 
GAIN participants. 

• Riverside staff relied on GAIN'S formal enforcement procedures when participants 
failed to comply with program rules. In other words, they were quick to initiate a 
process that could lead to sanctions, although the ultimate sanctioning rate was not 
particularly high. Staff in other counties were more likely to try to persuade partici- 
pants to cooperate. 

Finally, Riverside was unusual in the high priority placed on the GAIN program by 
the most senior officials in the welfare agency. There were also a strong commitment and 
adequate resources to serve all recipients who were required to participate, not just 
those who volunteered or appeared to be more job ready. 



1. See James Riccio, Daniel Friedlander, and Stephen Freedman, GAIN: Benefits , Costs, and Three-Year 
Impacts of a Welfare-to-Work Program (New York: MDRC, 1994). 



H What other factors affect the success of welfare-to-work 
programs? 

While the mix of employment services is important, research suggests that other fac- 
tors — such as management practices, "messages," and funding levels — also affect the 
success of welfare-to-work programs. 

For example, a program that targets a broad group of welfare recipients and re- 
quires them to participate — whether or not they would choose to do so on their own — 
can affect people who never receive any services. Some people may get jobs and leave 
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welfare in order to avoid participating (which is why it is important for evaluations of 
mandatory programs to look at results for everyone who is subject to the mandate, not 
just those who actually receive services). Others might decide not to apply for welfare in 
the first place when they hear about the mandates. While the evidence on the relative 
effectiveness of mandatory versus voluntary programs is not clear, 45 some program ad- 
ministrators argue that mandates are critical to reaching people who can benefit from 
services, and some experts feel that strictly enforced mandates are the most important 
element of programs that generate large reductions in welfare caseloads. 46 (In many states, 
welfare-to-work programs that are theoretically mandatory do not consistently enforce 
their participation requirements.) Interestingly, welfare recipients with schoolage chil- 
dren reported in one survey that they also see the value of mandates: Two-thirds said 
they think mandates are "a good idea" or "a very good idea." 47 

Evaluations also suggest that the quality of a program's implementation can dra- 
matically affect its results. 48 Well-run programs — whatever the specific mix of services — 
seem to share a number of common elements: 

® A strong, consistent "message" about program goals. The program message is trans- 
mitted in the day-to-day interactions between welfare recipients and line staff. This 
suggests that regular staff training and management oversight are likely to be pre- 
requisites for success. 49 In addition, messages may be affected by the way staff are 
organized (see the box on page 52). 

© Cost-conscious management practices. Programs that control operating costs obvi- 
ously have a better chance of saving money for taxpayers. Costs tend to be higher 
when participants remain in activities for long periods. Thus, in well-run programs, 
staff typically keep close tabs on participants' attendance in activities and respond 
quickly when problems arise. Moreover, various strategies are used to channel more 
expensive services to participants who seem most committed. 

© Sufficient resources to get the job done. The preceding point does not mean that 
cheaper is better. In fact, evaluations suggest that if resources are spread too thin, 
results will suffer. 50 Staff need manageable caseload sizes and ready access to user- 
friendly information systems in order to monitor and assist their participants and to 
respond quickly. Managers also rely on information systems for the data they need 
to monitor staff performance. Finally, sufficient funds are needed to ensure the avail- 
ability of quality services and necessary child care for participants. 

All of this suggests that passing a law is only the first step in generating real change — 
a fact often forgotten when new policies are framed. To run high-performing programs, 
managers need to hold high expectations for staff and welfare recipients, have adequate 
resources, offer quality services, and pay attention to program goals (such as employ- 
ment and cost containment). In effective programs, managers also need to consciously 
make some of the critical strategic choices — for example, deciding whether to really 
enforce a participation requirement for a large number of people or provide more inten- 
sive services to a smaller number of more able volunteers — rather than letting these 
choices be resolved haphazardly through the interaction between case managers and 
welfare recipients. 
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Changing the "Message" of Welfare 



Many have argued that the welfare system, in its day-to-day interactions with recipi- 
ents, sends anti-work "messages." Indeed, in many areas, welfare eligibility workers, 
the primary point of contact between recipients and the system, are primarily focused 
on issuing timely and accurate payments. This clearly defined mission (reinforced by 
staff evaluation criteria), coupled with caseload sizes of several hundred clients per staff 
person, often means that workers have neither the time nor the incentive to help 
recipients move toward self-sufficiency. 

Most of the policies discussed in this book aim to change this message, either by 
linking welfare receipt to work or work-related activities or by changing the welfare 
rules to reward work. In addition, many states and localities have made structural 
changes to alter the day-to-day reality of welfare for recipients and staff. For example, 
Utah, Wisconsin, and other states are changing the "front door" of the welfare system 
through "diversion" programs that seek to steer applicants to alternative possibilities. 
These programs may provide short-term loans, job search assistance, referrals to 
community social services, or advice on possible expense reductions or income enhance- 
ments. 

Staffing structures are critical in communicating program messages. In most places, 
each welfare recipient who is participating in employment-related activities is assigned 
to two workers — an eligibility worker, who is responsible for calculating benefits, and 
an employment and training worker, who helps the recipient develop and implement an 
employment plan. In many areas, the two workers are housed in different offices and 
have only limited communication with each other. Some administrators believe that this 
structure hinders their ability to change the welfare message. 

Many areas, however, are experimenting with different staffing structures that may 
facilitate communication of a new message. For example: 

• In Escambia County (Pensacola), Florida, eligibility workers' caseloads have been 
reduced and their jobs redefined: In addition to handling benefit calculations, these 
workers are now expected to function as case managers, working with employment 
and training staff to help recipients develop and implement a self-sufficiency plan. 

• In Fond du Lac, Wisconsin, among other locations, eligibility workers are teamed 
with specific employment and training workers so that the two staff members work 
with the same recipients. This arrangement is intended to forge a tighter linkage 
between eligibility functions and employment-related activities. 1 

• In Columbus, Ohio, a random assignment study is testing an "integrated" staffing 
structure, in which eligibility and employment and training functions are combined 
in a single staff position (a structure that was the norm in most places until the early 
1970s). 2 This study is discussed later in this chapter. 

Although some of these approaches may hold promise, it is also important to note 
that many effective welfare-to-work programs, including the Riverside County GAIN 
program, did not attempt to make fundamental changes in the traditional staffing 
structure. They used other strategies to change the message. 



1. For more information on the Florida and Wisconsin programs, see Dan Bloom and David Butler, 
Implementing Time-Limited Welfare: Early Experiences in Three States (New York: MDRC, 1995). 

2. Thomas Brock and Kristen Harknett, "Separation Versus Integration of Income Maintenance and 
Employment Services: Which Model Is Best? Findings from a Case Management Experiment in Columbus, 
Ohio," paper presented at the annual conference of the Association for Public Policy Analysis and Manage- 
ment, Pittsburgh, Pa., November 2, 1996. 
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■ What is the highest feasible rate of participation in a 
welfare-to-work program? 

In 1988, Congress for the first time required states to ensure that specific percentages of 
welfare recipients engage in work-related activities. As discussed earlier in this chapter, 
the Personal Responsibility and Work Opportunity Reconciliation Act of 1996 greatly 
increases these "participation rates," while simultaneously narrowing the range of ac- 
tivities that can be counted as participation and reducing the number of welfare recipi- 
ents who are exempt from participation mandates. States that fail to meet the new rates 
could lose part of their funding under the TANF block grant that replaces AFDC and the 
JOBS program. 

To some extent, the 1996 law is consistent with the approach adopted in recent years 
by some states, operating under federal waivers. For example, many states have nar- 
rowed the groups who are exempt from JOBS mandates, and they are seeking to dra- 
matically increase the proportion of recipients who are participating in activities or work- 
ing (as discussed below, the law's narrower definition of acceptable participation is less 
consistent with recent state initiatives). 51 

Increasing the proportion of welfare recipients who are working or engaged in work- 
related activities is a popular goal. But public discussions and debates about participa- 
tion rates are often confusing and misleading in a number of ways. 

Measuring participation. A participation rate is a ratio: Typically, it divides the num- 
ber of participants by the number of people required to participate. Three factors deter- 
mine the practical meaning of a particular rate: 

® The definition of a participant. The numerator of the ratio depends on what activi- 
ties are defined as participation. Although people often refer to rules requiring wel- 
fare recipients to "work," participation rates almost always count activities other 
than work (such as training, job search, or education). The Personal Responsibility 
and Work Opportunity Reconciliation Act uses a different definition of participa- 
tion than was used under the JOBS program: The 1996 law counts unsubsidized 
employment, which was generally not counted under JOBS, but also limits the ex- 
tent to which work -related activities such as job search, education, and training can 
be counted. 52 

® The base. The denominator in a participation ratio is typically determined by who 
is subject to participation requirements. Under the Family Support Act, several groups 
of welfare cases were exempt from JOBS requirements, and thus were not counted 
in the denominator (the base). The 1996 federal law broadens the base by dramati- 
cally reducing the number of recipients who may be exempted. 53 

• The period of measurement. Both the Family Support Act and the 1996 law mea- 
sure monthly participation — that is, the proportion of nonexempt recipients who 
participate at least a specified amount in each month. It is also possible to measure 
participation over a longer period. For example, many studies follow a specific group 
of people and determine how many of them participate within a specific number of 
months after entering the study. These "longitudinal" rates tend to be much higher 
than monthly rates. 
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It is impossible to assess whether a given participation rate is high or low without 
considering these factors. A recent study examined highly mandatory JOBS programs in 
California, Georgia, and Michigan and calculated the monthly participation rate in sev- 
eral different, equally plausible, ways. All three of these programs are "successful'' in 
the sense that they vigorously enforced the participation mandates and generated sig- 
nificant reductions in AFDC receipt over a two-year follow-up period. The study found 
that: 54 

• If a "participant" was defined as anyone who (1) participated in a JOBS activity for 
at least 20 hours per week in every week of the month or (2) was employed at least 
15 hours in every week, and the participation rate was calculated on a base of the 
entire AFDC caseload (not just those required to participate), only 5 to 10 percent of 
recipients participated. 

• In contrast, if a "participant" was defined as anyone who (1) participated in a JOBS 
activity at some point during the month, (2) was employed at all during the month, 
or (3) was referred for or received a sanction during the month for failing to partici- 
pate, and the base included only people who were not exempt from JOBS participa- 
tion requirements, the participation rate was 35 to 44 percent. 

This study also estimated the participation rate in these three programs under rules 
that are fairly similar to those included in the 1996 welfare law. It found that the three 
programs combined would have achieved a participation rate of about 16 percent under 
those rules; the new law requires states to achieve a participation rate of 50 percent by 
2002. 55 

The limits of participation. One important issue related to participation rates is 
frequently misunderstood. If a law mandates that certain welfare recipients are subject 
to a participation requirement (that is, they are not exempt), why would states be re- 
quired to have only 25 or 50 percent of these individuals participating in a given month? 
Why shouldn't everyone who is required to participate actually do so? 

To help answer this question, Figure 3.6 shows additional results from the three-site 
JOBS study described in the previous section. In a typical month, only about 9 percent of 
the people who were required to participate in JOBS ("JOBS-mandatory" individuals) 
actually met a definition of participation that is similar to the one used under JOBS. 
Where were the other 91 percent? As the figure shows, 37 percent of the JOBS-manda- 
tory recipients had not attended orientation, the first step in JOBS participation. Some of 
these people had just recently become JOBS-mandatory and had not yet been identified 
by staff and scheduled for an orientation; others were waiting for a scheduled orienta- 
tion to occur or had failed to attend a scheduled orientation. 

Twenty-two percent of the JOBS-mandatory individuals had attended orientation, 
but did not participate in JOBS in the month. Some of these people were ill or incapaci- 
tated, others were waiting for a scheduled activity to begin, and still others were not 
involved for reasons that could have been corrected with more funding or better case- 
monitoring procedures (for example, child care was unavailable or staff temporarily lost 
track of the individual). 

Finally, about 32 percent of JOBS-mandatory recipients participated in JOBS to some 
extent, but did not meet the above-described definition of a participant. Some of them 
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Figure 3.6 

Proportion of JOBS-Mandatory Individuals Involved in JOBS in a Typical Month 



Have never attended a program 
orientation (37%) 

May be awaiting orientation 
or may have failed to 
attend orientation. 



Met JOBS-like participation 
requirements (9%) 

Participated at least 20 hours per 
week or were employed at least 15 
hours per week. 




Attended orientation but were 
not involved in JOBS (22%) 

Reason may be either 
correctable by the program 
(e.g., child care issues) or 
unrelated to JOBS funding 
or case management (e.g., 
the person or a family member 
was ill or incapacitated). 

Were involved in JOBS but 
did not meet the participation 
requirements (32%) 

Participated less than 20 hours per 
week or were employed less 
than 15 hours per week, or were 
sanctioned or slated to be sanctioned. 



SOURCE: Data on three states from U.S. Department of Health and Human Services and U.S. Department of 
Education, The JOBS Evaluation: Monthly Participation Rates in Three Sites and Factors Affecting Participation Levels in 
Welfare-to-Work Programs, prepared by Gayle Hamilton (Washington, D.C.: U.S. Department of Health and Human 
Services, Office of the Assistant Secretary for Planning and Evaluation, 1995), pp. 21-24, 30-31, 43. 



participated less than 20 hours per week, perhaps because they were assigned to activi- 
ties that met for fewer hours or because they missed some of their scheduled activities. 

These data show that, in order to achieve a 9 percent participation rate (based on the 
above criteria), staff needed to work with nearly all potential participants. These data 
also show that, even if funding was sufficient and case-tracking procedures were flaw- 
less, some people would not be active throughout a typical month; for example, at any 
point, some individuals have health barriers to participation, others are waiting for ac- 
tivities to begin, and still others enter or leave welfare partway through the month. Similar 
reasons for nonparticipation were found in the late 1980s in the San Diego SWIM dem- 
onstration program, which was designed specifically to maximize participation in wel- 
fare-to-work programs. 56 

The benefits and costs of increasing participation. In deciding how much to try to 
increase participation, it may be useful for policymakers to consider the following re- 
search-based lessons: 

• Higher costs. Achieving a dramatic increase in participation rates and hours is likely 
to require a substantial investment of resources, at least initially. More staff will be 
needed to monitor clients' activities and respond quickly to noncompliance, and 
funding will be needed to expand the number of available activity slots. In addition, 
depending on who is subject to the mandate and how many hours they are required 
to participate, boosting participation may involve substantially higher expenditures 
for child care. Indeed, a recent study of fiveCftfites that are seeking to increase 
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participation in work-related activities — Colorado, Iowa, Michigan, Utah, and 
Vermont — noted that all of the states needed to hire additional staff to handle the 
increased number of participants and all spent more on child care. 57 As noted 
earlier, the 1996 welfare law sets higher participation rates, but does not expand 
federal funding (except for child care). 

• Harder-to-serve participants. The five-state study also points out that achieving 
very high rates of participation may mean working with people who have not typi- 
cally been involved in welfare-to-work activities. In Utah, where nearly all exemp- 
tions have been eliminated, staff began to encounter recipients facing serious barri- 
ers to employment, including untreated mental health and substance abuse prob- 
lems. The program needed to develop new strategies for these people, including 
hiring specialized staff with small caseloads to work intensively with them. The 
report points out that Utah's experience is likely to understate the severity of the 
problems that would be encountered in large urban areas with greater numbers of 
long-term recipients. 58 In addition, while Utah expanded the definition of accept- 
able participation to include activities such as substance abuse treatment, the 1996 
federal law narrows this definition. 

• Staffing structures. A study in Columbus, Ohio, is using random assignment to 
compare the effects of a "traditional" staffing structure — in which recipients are as- 
signed to a welfare eligibility worker and a separate employment and training (JOBS) 
case manager — and an "integrated" model, in which recipients are assigned to a 
single worker who performs both eligibility and JOBS functions. A major reason for 
this test is to determine whether the integrated approach leads to higher participa- 
tion rates. Over a two-year period, a significantly higher percentage of integrated 
cases than traditional cases attended a JOBS orientation: 86 percent versus 65 per- 
cent. Since orientation is the gateway to JOBS activities, it follows that the integrated 
approach also led to significantly higher rates of participation in employment- 
related services: 52 percent versus 34 percent. 59 Information about how the two 
strategies affected earnings, employment, and welfare receipt will be presented later 
in the study. 

If achieving higher participation rates and increased hours is likely to cost more and 
raise new implementation challenges, it is reasonable to ask whether this investment is 
worthwhile. The answer partly depends on the goals. If the objective is primarily to 
increase participation — that is, to redefine welfare as a mutual obligation — the answer 
may well be yes, although it is important to consider possible alternative uses of the 
money that is spent maximizing participation. 

It is also important, however, to consider the likely results of this policy. Some ex- 
perts argue that dramatically increasing participation rates will generate a large reduc- 
tion in the welfare caseload, thus offsetting the upfront investment. 60 This is certainly 
possible. The new policies would go beyond anything that has been tested; if they can 
be implemented successfully, they may produce results different from those of past pro- 
grams. In addition, states that fail to substantially increase participation may be penal- 
ized and lose part of their TANF grant. 

But it is worth noting that random assignment studies do not necessarily support 



O 

ERIC 



62 



Chapter 3: Welfare-to-Work Programs 



57 



the view that higher participation automatically produces larger impacts. On the one 
hand, most programs that generated significant reductions in welfare spending had rela- 
tively high participation rates (although none of them required participation of more 
than 20 hours per week). On the other hand, some programs with high participation 
rates did not significantly reduce welfare receipt. 61 In other words, these results suggest 
that high participation rates may be necessary but not sufficient to generate welfare 
reductions; other factors— for example, the type of activities in which people are partici- 
pating — are likely to matter as well. 

Finally, studies suggest that if resources are spread so thin that there is little effective 
monitoring. or assistance for participants — a possible result if participation is increased 
without sufficient funding — results are likely to suffer. 62 

The role of sanctions. In the 1990s, more than 30 states sought or received waivers 
to impose stronger penalties on recipients who fail to comply with participation man- 
dates without good cause. 63 Under JOBS rules, sanctions were imposed by removing the 
noncompliant person (almost always the parent) from the grant calculation; the family 
thus received a smaller grant amount. Under waivers, some states began employing 
"full family sanctions'" that would cancel the family's entire grant, at least temporarily, 
in response to repeated noncompliance. The 1996 federal law also calls for stricter sanc- 
tions. 64 

The research does not provide much guidance for predicting the effects of these new 
sanction policies. They are likely to produce greater welfare savings, but it is not clear 
how they will affect earnings, participation rates, or the well-being of children in sanc- 
tioned families. Important evidence will come from a study in Iowa that conducted sur- 
veys and in-depth interviews with people in the midst of six-month full-family sanc- 
tions. 65 The JOBS study described earlier examined the reasons for nonparticipation in 
three highly mandatory programs and found that stronger sanctions would not have 
addressed the major reasons why the vast majority of people who were required to 
participate at least 80 hours per month did not in fact do so. 66 Another study, which 
used data from the GAIN evaluation, found that personalized attention by staff may be 
moderately more effective than formal penalties in attaining high levels of participa- 
tion — although it also found that emphasizing penalties does not preclude high partici- 
pation; nor does it prevent recipients from developing positive views of the program or 
the staff. 67 

The five-state study described above pointed out that some states that increased 
penalties have also implemented new policies to try to address participation problems 
before resorting to sanctions, and to monitor the well-being of families that are subject to 
sanctions. 68 

■ What strategies work best for teenagers in households 
receiving AFDC ? 

In an effort to prevent future welfare dependency, many states have developed policies 
that target teenagers in households receiving AFDC. An important subset of these poli- 
cies focuses on education, aiming to increase the proportion of these teens who finish 
high school or earn a GED (high school equivalency) certificate. As noted earlier, studies 
have shown that education is increasingly linked to success in the labor market. The 
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1996 federal welfare law restricts states from using TANF block grant funds to assist 
most unmarried parents under 18 unless they have completed school or are attending 
school. 69 

Alternative approaches. In recent years, a variety of education-focused programs 
have been implemented for teens in households receiving AFDC. These range from small- 
scale, voluntary programs operated by community-based organizations to large-scale, 
mandatory "learnfare" models that require some or all teens in households receiving 
AFDC to attend school regularly. Over the past few years, several variations on the 
learnfare model have emerged: 

• Some programs — including the original Learnfare program, which has been operat- 
ing in Wisconsin since 1988 — target all teens in households receiving AFDC. Other 
models — including Ohio's statewide Learning, Earning, and Parenting (LEAP) pro- 
gram, California's statewide Cal-Learn program, and the Teenage Parent Demon- 
stration, an experimental program that operated in three sites in New Jersey and 
Illinois — focus specifically on pregnant and/or parenting teens on AFDC, a group 
at high risk of becoming long-term welfare recipients. 

• Virtually all of the learnfare-type programs use financial sanctions to enforce their 
mandates, but some — including both LEAP and Cal-Learn— also provide financial 
bonuses when teens comply with the requirements. 

• Some learnfare models stress mostly financial penalties and/or incentives, while 
others also provide a range of services to teens. For example, some models provide 
funding for case management or specially designed education programs. 

A number of studies have examined the implementation and impacts of programs 
for teens in households receiving AFDC. The Ohio LEAP program, Wisconsin's Learnfare 
program, the Teenage Parent Demonstration, and New Chance — a 16-site test of a small- 
scale, mostly voluntary, comprehensive program for young mothers — have all been sub- 
ject to rigorous evaluations. Several themes have begun to emerge from this research. 

Results. Several teen-focused programs have produced some positive results. Ohio's 
LEAP increased school enrollment and attendance; for teens who were still in school 
when they enrolled in the program, LEAP has also increased school completion rates 
(via GED receipt), employment, and earnings, and reduced AFDC receipt. New Chance 
generated a large increase in GED receipt; the Teenage Parent Demonstration generated 
reductions in welfare receipt and increases in school enrollment, earnings, and employ- 
ment rates. Moreover, LEAP and the Teenage Parent Demonstration achieved these re- 
sults at modest cost. Initial data from the evaluation indicate that LEAP costs about $500 
per teen per year (including only direct costs incurred by the welfare department); the 
Teenage Parent Demonstration cost about $2,200 per teen per year, including both direct 
welfare agency costs and indirect costs incurred by other agencies. 70 

The programs' effects, however, have generally been modest or small: 

• Evaluations of programs for teen parents, such as LEAP and New Chance, illustrate 
the magnitude of the challenge. Although LEAP has produced some positive re- 
sults, 83 percent of teens who were enrolled in the program were receiving AFDC 
three years after entering LEAP, and only 34 percent had obtained a high school 
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diploma or GED. In New Chance, 82 percent of those enrolled in the program were 
receiving AFDC 18 months after entering the program, and more than half had not 
completed high school or received a GED. In the Teenage Parent Demonstration, 
fewer than one-fourth of the participants were employed at the two-year point, and 
about 85 percent had income below the poverty line. 71 



• Results from several studies have highlighted the particular challenge of working 
with high school dropouts. Targeted specifically to dropouts, New Chance is a com- 
prehensive program that includes many of the ingredients assumed to be synony- 
mous with effective programming; so far, however, it has failed to increase employ- 
ment or reduce welfare receipt. 72 Similarly, as shown in Figure 3.7, LEAP has been 
much less effective for teens who dropped out of school before they entered the 
program. (Because LEAP targets only pregnant and parenting teens, a teen who 
leaves school before becoming pregnant will enter the program as a dropout.) A 
substantial portion of this group was sanctioned repeatedly, and some reported in a 
survey that the lost income'reduced their ability to purchase necessities for them- 
selves and their children. 73 ^ 



• Two evaluations of the 
Wisconsin Learnfare pro- 
gram have found that this 
model has had little success 
in improving school atten- 
dance among teenagers in 
AFDC households, whether 
or not they are parents. 74 

• Perhaps the most discourag- 
ing result from these studies 
is that few programs have 
succeeded in reducing re- 
peat pregnancies. This was 
true both for strongly en- 
forced mandatory programs, 
such as LEAP and the Teen- 
age Parent Demonstration, 
and for service-rich volun- 
tary programs such as New 
Chance. 75 A rare exception to 
this trend is a program in 
which nurses make home 
vfsits to teen parents; careful 
studies have shown that this 
model can significantly re- 
duce repeat pregnancy. A 
new experimental program 
is testing whether these 



Figure 3.7 

Ohio's LEAP Program: Percentage of Teens Who 
Had Completed High School or Received a GED, 
or Were Still Enrolled in School, Three Years After 
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same results are achievable if paraprofessionals rather than nurses make the 
visits. 76 

Although the overall picture is discouraging, the studies described above, along 
with other research on programs for disadvantaged young people, suggest that certain 
program characteristics may be linked to better results. For example, several youth- 
focused programs that have achieved strong impacts — including the Big Brothers /Big 
Sisters program, the Quantum Opportunities Program (QOP), and the residential Job 
Corps program — provided opportunities for sustained contact between teens and car- 
ing, responsible adults. 77 This characteristic may also help to explain why Ohio's LEAP — 
which assigned teens to case managers, sometimes outstationed in their schools — ap- 
pears to have been more successful than other learnfare models in improving teens' 
school attendance. Case management was also a central feature of the Teenage Parent 
Demonstration, which also significantly increased school enrollment. 78 

Implementing learnfare programs. Large-scale learnfare-type programs can present 
serious implementation challenges. For example, states implementing mandatory pro- 
grams for teen parents have had problems using their computerized data systems to 
identify teen parents who do not head welfare cases (many minor teen parents receive 
assistance on their mother's grant). States have also found that it is both difficult and 
time-consuming for welfare agencies to closely monitor school attendance for large num- 
bers of teenagers, particularly in big cities. 79 Several aspects of the program design may 
affect the implementation experience. For example: 

• A program that mandates school attendance for all teens receiving AFDC — rather 
than just those who are pregnant or parents — will involve a much larger number of 
people; only a small percentage of teenagers in households receiving AFDC are preg- 
nant or parents. 80 

• When attendance mandates involve teenagers who are not parents, the penalties 
(and rewards, if any) will almost always affect the teens' parents (who head their 
welfare cases) rather than the teens themselves. In contrast, programs that have tar- 
geted teen parents have served many 18- and 19-year-olds, who usually head their 
own households. More than half the teens entering the LEAP program headed their 
own AFDC case. 81 

• Very tight attendance monitoring — for example, in Ohio's LEAP, attendance is moni- 
tored monthly for all eligible teens — is likely to require special linkages between 
welfare agencies and large numbers of schools. Less frequent monitoring — for ex- 
ample, based on report cards — may be less difficult, but also provides less frequent 
feedback and reinforcement of the program's message, a potential drawback in a 
program for young people. 

• If attendance monitoring is simply added to the responsibilities of welfare eligibil- 
ity workers, with no special consideration for the time it takes, this task may be 
given low priority by the workers. These workers already have large caseloads and 
are under constant pressure to generate timely and accurate grants. 
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0 Learnfare-type programs must strike a balance between applying penalties (and 
rewards, if any) as soon as possible and ensuring that attendance information is 
accurate. Wisconsin's Learnfare program was initially hindered by legal challenges 
that arose when inaccurate attendance reports from schools led to erroneous sanc- 
tions. Ohio's LEAP program largely avoided these problems, but the program's due 
process procedures mean that bonuses and sanctions occur three months after the 
attendance behavior that triggers them. 82 



EH What are the biggest unanswered questions about welfare-to 
work programs ? 

There are more questions than answers about some welfare reform strategies, but this is 

not the case for welfare-to-work programs. Here, we know a lot. Yet a number of impor- 
tant questions remain. These fall into several categories: 

® The impacts of alternative strategies for different groups on welfare. At this point, 
conclusions on the relative effectiveness of different welfare-to-work strategies are 
based primarily on comparing results achieved by programs in different locations. 
But many factors other than the program model may explain why programs per- 
form differently. The JOBS Evaluation is comparing, in the same locations, models 
stressing rapid employment and models stressing primarily basic education. Over 
the next few years, this study will provide vital information about the long-term 
impacts and cost-effectiveness of each strategy. 

° The interaction of welfare-to-work programs and other approaches. Welfare-to- 
work programs have not been tested in conjunction with strong make-work-pay 
strategies, such as those described in Chapter 5, or in the context of time limits. The 
synergy between these different approaches might produce results different from 
those described above. For example, financial incentive strategies might boost the 
income-producing power of quick employment models (or decrease their cost- 
effectiveness), and time limits might bolster impacts by increasing participants' 
motivation. Similarly, impacts might be larger if work-focused policies operated 
within the context of entire neighborhoods or communities. 83 

© The impacts of more intensive models. Recently, several states have proposed to 
implement welfare-to-work programs that target a much broader share of the wel- 
fare caseload, demand more intensive participation, and use stronger sanctions than 
did past programs. The 1996 federal legislation encourages states to adopt this ap- 
proach. The feasibility, cost-effectiveness, and impacts of these models are all un- 
known at this point. 

© The impacts on children. New research is examining in detail how welfare-to-work 
programs affect the well-being of children. Children might be affected in a variety of 
w ays — for example, by changes in family income or by increases in the amount of 
time spent in child care or without adult supervision. 
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Mandatory Work 
and Subsidized 
Employment 



The concept of requiring poor people to work in exchange for public assistance dates 
back at least to the Poor Laws of sixteenth-century England. Once called "work relief" 
to distinguish it from 'cash relief/' this type of program has more recently been called 
"workfare," Community Work Experience Programs (CWEP), or unpaid work experi- 
ence. A variation on this approach— used a number of times since the 1930s— has been 
to use public funds to subsidize or create regular, paying jobs for unemployed people. 

Polls show that mandatory work is a popular approach to welfare reform: A large 
proportion of voters say that government should provide support for families who need 
it, but that able-bodied adults should be required to work in exchange for assistance. 1 
Nevertheless, there have been relatively few large-scale programs requiring AFDC re- 
cipients to work (as opposed to participating in work-related activities such as job search, 
training, and education, as discussed in Chapter 3). When such programs have been 
implemented, different goals have been stressed: enforcing a mutual obligation between 
government and welfare recipients, preparing recipients for unsubsidized jobs, and 
making welfare less attractive so that recipients are more likely to leave (or less likely to 
apply in the first place). 2 There have also been few large job creation or subsidized 
employment programs targeted to AFDC recipients. 

In recent years, several states have proposed to expand work requirements to a 
large proportion of the AFDC caseload. Moreover, as discussed in Chapter 3, the 1996 
federal welfare law increases the percentages of welfare recipients who are required to 
participate in work-related activities, while simultaneously narrowing the definition of 
an acceptable activity to decrease the emphasis on education, training, and job search, 
and to increase the focus on work. 3 To meet the new rates over time, most states would 
need to dramatically increase the number of welfare recipients who are working in sub- 
sidized or unsubsidized jobs or in work experience placements or community service 
programs. 

This chapter addresses the following questions: 

• What are the basic approaches to mandatory work for welfare recipients? 

• Why have there been so few large-scale work programs for welfare recipients? 

• Do work requirements translate into "make-work" jobs? 
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• Do work requirements reduce welfare caseloads? 

• Are work requirements cost-effective? 

• What are the pros and cons of subsidizing private employers to hire welfare 
recipients? 

• Can work experience programs succeed with the most disadvantaged welfare 
recipients? 

• What are the biggest unanswered questions about mandatory work? 

■ What are the basic approaches to mandatory work for 
welfare recipients? 

Since 1981, mandatory work in the AFDC program has usually meant workfare. 4 Under 
this approach, recipients are required to work in community service jobs, usually for 
government agencies or nonprofit organizations. The recipients are not paid wages; 
instead, they receive their normal welfare grant if they meet the requirement and a 
reduced grant (that is, they are sanctioned) if they do not. Recipients' work hours have 
typically been calculated by dividing their grant by the hourly minimum wage. (Under 
this approach, in the typical state, a mother with two children would be required to 
work approximately half time.) 

Although work requirements have rarely been implemented on a large scale, 
workfare has been used by states in several ways. In some cases, it has simply been one 
component of a broader mandatory welfare-to-work program, parallel to education, train- 
ing, or job search assistance. In other situations — such as the San Diego SWIM program, 
described in Chapter 3 — workfare has been assigned to participants who failed to find 
jobs through job search or other activities. A few states — West Virginia is one example 
have operated programs in which workfare was the primary activity (this last 
approach has been more common for two-parent families receiving assistance through 
the AFDC-UP program). 5 

In the past few years, some states have proposed expanding work requirements to a 
large share of the welfare caseload, sometimes in conjunction with time limits; under 
these models, recipients who receive AFDC for a specific amount of time are required to 
work in exchange for further assistance (see Chapter 6 for further discussion). In addi- 
tion, several new approaches to mandatory work — different from the traditional unpaid 
work experience model — have emerged. For example: 

« in Vermont, single parents who receive AFDC for 30 months are required to work, 
and the state provides community service jobs to those who cannot find work on 
their own. Individuals working in community service positions are paid the hourly 
minimum wage for each hour they work (using funds that would otherwise have 
been used for welfare checks). The number of required hours depends on the age of 
the recipient's youngest child. 6 Under certain conditions, recipients who have passed 
the 30-month time limit will be able to get supplemental AFDC payments when 
their earnings are low enough for theigtg qualify. 
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• Wisconsin has recently implemented a "pay-for-performance" model in which 
recipients are required to work, and their welfare grants are reduced by the hourly 
minimum wage for each hour they miss without good cause; those who do not work 
at all receive no cash grant. The state's new Wisconsin Works (W-2) legislation- 
under which cash aid will be provided only in exchange for work — incorporates the 
pay-for-performance approach for recipients in community service jobs, and also 
creates a flat grant amount that does not vary by family size. 7 (The 1996 federal 
welfare law also appears to adopt the pay-for-performance model by requiring states 
to reduce assistance at least "pro rata" when recipients refuse to comply with work 
requirements.) 

These new models differ in significant ways. For example, in Vermont, community 
service workers will be eligible for state and federal Earned Income Tax Credits, whereas 
in Wisconsin's W-2, they will not. Each model aims, however, to make community ser- 
vice positions look more like real, paid jobs and less like welfare. The concept of using 
welfare funds to subsidize regular jobs is not new. However, as discussed later in this 
chapter, this approach has generally been used on a small scale to encourage private 
employers to hire and/or train relatively job-ready welfare recipients. Recipients sub- 
ject to mandatory work requirements usually have been placed in unpaid work experi- 
ence positions. 

The attraction of replacing welfare with work activities that look more like real jobs 
is obvious, given broad public dissatisfaction with welfare and welfare-like programs. 
At the same time, there may be some tension between the goal of making community 
service jobs look less like welfare and the goal of using these positions as part of a safety 
net for children. Obviously, in regular jobs parents who do not work do not get paid, 
and workers with more children do not get paid more. Thus, children whose parents 
cannot or do not work steadily may face greater risks under an approach that simulates 
"real" jobs than under the traditional work-for-benefits model (in which grants have 
been reduced, but not eliminated, in response to noncompliance). 

A few states have proposed to institute work requirements for welfare recipients 
without providing community service or workfare positions. Recipients are expected to 
meet these requirements by obtaining unsubsidized jobs or by engaging in other activi- 
ties that meet the state's definition of "work"— a definition that may include volunteer 
work or community service. It is not clear how these programs will respond to recipi- 
ents who are unable to find jobs or other activities that meet the requirements. 

■ Why have there been so few large-scale work programs for 
welfare recipients? 

Despite strong support in public opinion polls and from a diverse range of elected offi- 
cials, work requirements for AFDC recipients have rarely been implemented on a large 
scale. During the 1970s, demonstration work programs in California and Massachusetts 
operated far below the intended scale. 8 During the 1980s, New York City's workfare 
program, one of the largest in the country at that time, enrolled about 7,500 AFDC 
recipients at its peak— out of a total AFDC caseload of about 250, 000. 9 Federal data show 
that in fiscal year 1994 only about 20,000 out of nearly 600,000 AFDC recipients who 
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participated in the JOBS program nationwide in a typical month were enrolled in Com- 
munity Work Experience slots. 10 • 

This is not to say that large-scale public job creation is impossible. Between 1935 and 
1940, the Works Progress Administration (WPA) provided work relief to 7.8 million 
Americans; in the 1970s, the public service job program funded under the Comprehen- 
sive Employment and Training Act (CETA) employed 750,000 people nationwide at its 
peak. 11 As of fall 1996, more than 30,000 welfare recipients— most of them recipients of 
Home Relief, a public assistance program primarily for childless adults — were workmg 
in unpaid community service positions in New York City. 12 None of these efforts was 
targeted primarily at disadvantaged single mothers, who predominate in the AFDC pro- 
gram, though the current New York City program includes a growing number of AFDC 
recipients. 

Several factors may help to explain why large-scale work programs for AFDC 
recipients have been relatively rare. First, administrators have sometimes had trouble 
identifying and sustaining large numbers of slots that provide opportunities for pro- 
ductive work. Some programs have used subsidies and other inducements to try to per- 
suade private employers to hire recipients who are subject to work mandates. However, 
as discussed later in this chapter, such efforts have rarely generated a large response, 
which leaves a high demand for slots in public agencies or nonprofit organizations. But 
managers at potential public and nonprofit worksites have not always been enthusiastic 
about accepting workfare assignees. In some cases, agencies have been reluctant to in- 
cur supervisory costs for workers who they suspected would not be productive, and in 
some areas there have been disputes over who is responsible for workers' compensation 
costs. In addition, welfare agencies have sometimes found it difficult to match workers 
with worksites in a way that satisfies supervisors, particularly as the scale of the overall 
program increases. 13 

Finally, efforts to develop sizable numbers of public positions have sometimes been 
opposed by unions representing public employees, since these initiatives threaten to 
replace regular paid workers with unpaid welfare recipients. It is worth noting that the 
current New York City workfare program has been implemented in the context of large 
reductions in the city's regular, paid workforce. 14 

Costs are a second factor. Mandatory work sounds inexpensive because participants 
are either unpaid (and receiving welfare) or paid wages that are subsidized with money 
that would otherwise have been spent on welfare. In fact, however, like any other man- 
datory program for welfare recipients, workfare involves substantial administrative costs. 
Staff are needed to identify worksites, match recipients with jobs, and monitor their 
attendance; to maintain contact with worksite supervisors; and to deal with absences, 
illnesses, and other attendance problems. Small-scale workfare programs for AFDC 
recipients studied in the 1980s typically cost $2,000 to $4,000 annually per filled slot (in 
1993 dollars), excluding the costs of providing child care for participants' children. 15 
Child care costs vary depending on the model: For example, the 1980s programs, which 
usually targeted parents of school-age children, sometimes kept child care costs down 
by scheduling work hours to coincide with school hours. Broader mandates and longer 
work hours would likely generate much higher child care costs. (See the box on pages 
66-67 for a general discussion of child care and welfare reform.) 
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Third, workfare has not fit well with the overall philosophy of many welfare-to- 
work programs. Most large-scale mandatory programs for welfare recipients have 
emerged over the past 10 years. During most of this period, program design choices 
were influenced by a widespread view— based in part on research evidence described 
later in this chapter — that workfare is not the most effective way to promote a transition 
to unsubsidized employment. Thus, under the JOBS program, most states deemphasized 
unpaid work experience in favor of job search, education, and training. 

■ Do work requirements translate into “make-work” jobs? 

Critics of community work programs have questioned whether they provide valuable 
work experience and useful goods and services or are "make-work" and punitive. Stud- 
ies of a number of small-scale 1980s AFDC mandatory work programs suggest that: 16 

• The jobs were generally entry-level positions .in maintenance, clerical work, park 
service, or human services. 

• Supervisors judged the work important and the performance levels comparable to 
those of most of their regular entry-level employees. But they did not think that 



The Role of Child Care 



Welfare reform policies that move large numbers of welfare recipients into jobs or 
employment-related activities are almost certain to increase the demand for subsidized 
child care. If this occurs, states will struggle to balance competing goals: controlling 
costs, increasing the number of children receiving child care, and maintaining quality. 
These trade-offs will need to be balanced in a way that gives parents access to care and 
confidence that their children will be in a safe and healthful environment; otherwise, 
child care issues may jeopardize some parents' job retention or sustained participation in 
program activities. 1 

To some extent, these goals conflict. Although more expensive care is not necessarily 
better, there is strong evidence (at least for center-based programs) that children do 
better when caregivers are trained, child/staff ratios are not too high, and arrangements 
are stable over time — all factors that are likely to generate higher per-slot costs. 2 

As states move to expand the number of children receiving care, some states may 
choose to rely more heavily on forms of child care that are not regulated (such as care 
provided by friends and relatives), because these arrangements tend to be cheaper and 
the supply of regulated slots (in day care centers and licensed family day care homes) is 
limited, particularly in low-income neighborhoods. It may be a particular challenge to 
maintain a stable supply of child care that parents will trust in a system emphasizing 
unregulated arrangements. Research suggests several other issues for states to consider: 

# The cost of child care is affected not only by the type of arrangement (for example, 
centers versus licensed homes) but also by the nature of welfare reform policies and 
mandates. Specifically, costs are likely to be much higher if required work activities 
cannot be scheduled around school hours (because mothers with preschool children 
are required to participate, or because mothers with schoolage children are required 
to participate during nonschool hours). Similarly, costs will likely rise if ongoing 
(rather than temporary) participation is required, or if the required hours of partici- 
pation are high enough to necessitate full-time, rather than part-time, child care. 
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participants, for the most part, acquired new or improved skills on the job. 

9 Most participants responded positively to the work assignments, believed they were 
making a useful contribution, and thought the work requirement fair. (It is impor- 
tant to note, however, that this reflects only the views of people who actually 
attended the required work activities and were surveyed; recipients who did not 
comply with the mandates may have felt differently.) 

o Nevertheless, many participants believed that the employer got the better end of 
the bargain or that they were underpaid for their work. In other words, they would 
have preferred a regular job. 

Thus, participants in these programs generally performed meaningful and valued 
work; these were not ^make-work” jobs. Given the small scale of past work requirement 
programs, however, it remains unclear whether these relatively encouraging findings 
would hold up for much larger programs or for programs in which the workfare 
requirement lasted longer than the 13 weeks typical of 1980s programs. As the scale of 
a program increases, the quality of individual work placements may become more 
■ difficult to ensure. 17 



O Studies have found that parents working in low-wage jobs are more likely than other 
working parents to work nonstandard hours and to have unstable work schedules. For 
example, one-third of working poor mothers work on weekends, and half of working 
poor parents have rotating or changing work schedules. 3 These job characteristics can 
present an obstacle to arranging for stable child care, particularly in centers or family 
day care homes, which tend to operate during standard business hours. 

e One study found that low-income working families are less likely than other families to 
get help paying for child care. Higher-income families benefit from tax credits, and poor 
nonworking families (for example, welfare recipients) are more likely to receive 
subsidized care. 4 States are likely to struggle to meet the demands created by new 
welfare reforms without further restricting child care assistance for the working poor. 

The 1996 welfare law combines several federal child care programs. Funding has been 
increased, but is no longer open-ended. States are not required to provide care to parents in 
work activities (or to those who leave welfare for work); however, a single parent with a 
preschool child cannot be sanctioned for not complying with work requirements if she or he 
can prove that needed child care could not be obtained. 



1 . Marcia K. Meyers, GAIN Family Life and Child Care Study (Berkeley, Calif.: University of California, 
Family Welfare Research Group, 1992), cited in Deborah Phillips and Anne Bridgman, eds., Nezu Findings 
on Children , Families , and Economic Self-Sufficiency: Summary of a Research Briefing (Washington, D.C.: 

National Academy Press, 1995), p. 10. ... 

2. Cheryl D. Hayes, John L. Palmer, and Martha J. Zaslow, eds., Who Cares for America s Children? Child 
Care Policy for the 1990s (Washington, D.C.: National Academy Press, 1990); Deborah Phillips, ed., Quality in 
Child Care: What Does the Research Tell Us? Research Monographs of the National Association for the 
Education of Young Children (Washington, D.C.: National Association for the Education of Young 



Children, 1987). „ . 

3. Sandra L. Hofferth, “Caring for Children at the Poverty Line," Children and Youth Services Reviezv, 
Vol. 17, Nos. 1/2 (1995): 1-21, cited in Phillips and Bridgman, Nezu Findings on Children, p. 14. 

4. Hofferth, “Caring for Children at the Poverty Line," 1995, pp. 14-15. 
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■ Do work requirements reduce welfare caseloads? 

Given that work requirements cost money to implement, it is important to consider 
whether they generate offsetting reductions in welfare spending. 

At this point, there is little evidence that mandatory work programs help partici- 
pants find unsubsidized jobs or reduce welfare caseloads or spending — in contrast to 
the findings for the welfare-to-work programs described in Chapter 3. In the 1980s, rela- 
tively small-scale workfare programs in San Diego, Chicago, and West Virginia were 
studied using random assignment evaluation designs. The programs in San Diego and 
Chicago required certain AFDC recipients with no preschool children to work part time 
in unpaid community service positions for about three months; in West Virginia, the 
work requirement was ongoing. The programs did not appear to generate substantial 
employment gains or welfare reductions, which meant that welfare savings did not out- 
weigh the costs of running the programs. 18 

Some have argued that imposing ongoing work requirements on a broader share of 
the welfare caseload will generate larger welfare savings by inducing people to find jobs 
on their own, smoking out” recipients with unreported income, and deterring people 
from applying for assistance. They contend that recipients who can find paying jobs that 
provide at least as much income as welfare will have little incentive to enter or stay on 
welfare if work requirements are enforced. One study that did not use random assign- 
ment examined workfare programs that operated in 25 mostly rural Ohio counties in 
the 1980s. The study found that these programs, which required ongoing participation 
and achieved high participation rates, reduced the number of two-parent AFDC cases 
by as much as 54 percent over five years. Caseload reductions were much smaller — 
generally less than 10 percent for single-parent families, who account for the vast 
majority of AFDC cases. 19 Others contend that linking work programs to job clubs and 
other services that promote the transition to unsubsidized jobs will produce bigger im- 
pacts. It is quite possible that new mandatory work models or more intensive work 
requirements — if they can be implemented successfully — will produce different results 
than the San Diego, Chicago, and West Virginia programs discussed above. However, at 
this point, there is limited evidence to confirm either the feasibility of these policies or 
their ability to generate larger impacts. 

■ Are work requirements cost-effective? 

Proponents of mandatory work programs hope that they will make welfare recipients 
more employable, deter people from coming on or staying on welfare, provide useful 
community services, and meet the public's preference for providing support only if people 
are working. This suggests three possible yardsticks for measuring whether the public 
comes out ahead: a strictly budgetary measure (comparing savings to costs), a measure 
that also considers the value of the goods and services produced by the welfare workers, 
and a (more hypothetical) measure that also includes the public's preference for work. 

The best current evidence (summarized above) suggests that, in contrast to the find- 
ings for many welfare-to-work programs emphasizing job search, education, and/or 
training, work requirements have usually failed the first test: Program costs were not 
offset by budget savings. (That is, as noted above, programs typically cost between $2,000 
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and $4,000 a year per filled slot, plus child care, and generated small, if any, offsetting 
savings in reduced welfare costs or increased tax payments.) However, the same studies 
show that the workfare programs usually passed the second test: When the value of the 
work was factored in, program benefits typically exceeded operating costs. 20 It is diffi- 
cult to see how the third measure could be estimated, but it is certainly plausible that the 
public would be willing to spend more on welfare if the program was seen as requiring 
rather than discouraging work. 

■ What are the pros and com of subsidizing employers to hire 
welfare recipients? 

For many years, public agencies have used taxpayer-financed subsidies to encourage 
private employers to hire and, in some cases, train welfare recipients and members of 
other disadvantaged groups. Under one of the most common models, on-the-job train- 
ing (OJT), employers receive a subsidy worth about half of the employee's wages 
during a training period lasting several months; the employee is paid regular wages 
during this period. In some cases, the employer subsidies are funded by welfare pay- 
ments through a mechanism called grant diversion or work supplementation: When a 
recipient goes to work, her grant is reduced according to normal welfare rules; but, 
under a special arrangement, the amount of the reduction is diverted to pay for the 
employer subsidies. 24 Incentives have also been provided in the form of tax credits, such 
as the federal Targeted Jobs Tax Credit (TJTC), which was available to employers who 
hired members of certain disadvantaged groups. 22 

Employer subsidies have often been used in welfare-to-work programs to boost 
participants' chances of being hired, or to provide them with on-the-job training. 
Recently, some have seen subsidies targeted to private employers as a key component of 
mandatory work programs; they expect that some welfare recipients will be able to meet 
work requirements by working in subsidized private-sector jobs, rather than commu- 
nity service positions. Wisconsin expects a large number of W-2 positions to be subsi- 
dized private jobs. 

The evidence on these employer-targeted strategies is mixed. On the one hand, 
several studies of voluntary OJT programs— in New Jersey, Maine, and 16 Job Training 
Partnership Act (JTPA) programs around the country — found that OJT can raise welfare 
recipients' earnings. In some cases, earnings increased because participants got higher- 
paying jobs, while in other cases they increased primarily because more people found 
jobs. 23 Similar results were found in a study of programs in seven states that provided 
AFDC recipients with four to eight weeks of formal training and up to one year of sub- 
sidized employment with agencies providing home care to functionally unpaired people. 
In the third year of the follow-up period, there were significant increases in earnings in 
five states and significant reductions in AFDC payments in four states. 24 

On the other hand, subsidy programs have typically generated limited interest among 
employers, and have served only a narrow slice of the welfare population. Studies con- 
ducted in the 1980s concluded that states should not see this approach as the central 
feature of employment programs intended to serve a broad cross-section of welfare 
recipients. 25 Nationally, OJT and wage supplementation are among the least-used 
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components in most states' JOBS programs: In fiscal year 1994, less than 1 percent of 
JOBS participants nationwide were in either of these components. 26 

In addition, studies of some kinds of employer incentives indicate that job-seekers 
who tell employers that they are eligible for subsidies are actually less likely to be hired, 
presumably because some stigma is associated with being eligible for a subsidy. How- 
ever, it is important to note that these results were found for programs in which job- 
seekers themselves, rather than trained program staff, were responsible for "selling" the 
subsidy to employers. 27 

Finally, with any program of this type, there is the potential for a "windfall effect": 
Employers may get subsidized for hiring people they would have hired anyway. Sev- 
eral studies ,of the federal Targeted Jobs Tax Credit found that many employers who 
received the credit did not make any special efforts to hire eligible workers and, in fact, 
often did not know whether newly hired employees were eligible until after the hiring 
decision had been made. 28 

■ Can work experience programs succeed with the most 
disadvantaged welfare recipients? 

As states attempt to implement work requirements that cover a broad share of the wel- 
fare caseload, it will be important to consider whether there are particular work strate- 
gies that are likely to be effective with the most disadvantaged welfare recipients, indi- 
viduals who have often been exempted from participation mandates in the past. One 
approach is to broaden the definition of an acceptable work activity. As discussed in 
Chapter 3, Utah, a state that has virtually eliminated exemptions from participation-re- 
quirements, has also expanded its view of participation to include mental health coun- 
seling, drug and alcohol treatment, parenting classes, and other activities. States will 
need to consider how this approach affects their ability to meet federal participation 
rates, since "nontraditional" activities do not count under the 1996 law. (At the same 
time, it seems likely that the recipients for whom such activities are most appropriate 
may not be the best candidates for activities that do count.) 

Supported Work is an example of a work experience model specifically designed for 
a very disadvantaged subset of the welfare population. This model, tested in the 1970s, 
was a highly structured, paid work experience program for-'wery long-term AFDC 
recipients (and several other disadvantaged groups). Participants, who volunteered for 
the program, were placed at worksites in groups, closely supervised, and gradually 
subjected to higher expectations on the job. They could remain in the program for 12 to 
18 months, earning wages that were partially subsidized with welfare benefits, and were 
then assisted in locating unsubsidized jobs. 29 

A random assignment study showed that Supported Work increased earnings and 
reduced welfare receipt. Three years after entering the program, members of the 
Supported Work group were 10 percent less likely to be receiving AFDC than were 
control group members; their average earnings were 23 percent higher. Moreover, 
although Supported Work was quite expensive— it cost more than $20,000 per person in 
1993 dollars— the program generated a net gain for taxpayers. 30 
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Although Supported Work has rarely been used in the past 15 years— and was not 
tested in the context of a mandatory work program— this general approach may assume 
greater importance if states attempt to impose work mandates on welfare recipients 
who have usually been exempted from past mandates. States have considerable flexibil- 
ity to use TANF funds for wage subsidies and publicly funded jobs. 

■ What are the biggest unanswered questions about 
mandatory work? 

The most critical open questions about mandatory work pertain to the feasibility and 
cost of running large-scale programs. History suggests that work requirements covering 
a broad share of the welfare caseload and demanding ongoing participation will face 
major implementation challenges. While some recipients may be able to meet the 
requirements by finding unsubsidized jobs — a more likely outcome in states with higher 
grant levels and those with more generous earned income disregards (discussed in 
Chapter 5) — states seeking to impose broad work mandates are likely to need many 
publicly funded community service positions. Because large-scale public jobs programs 
have not operated in most areas since the 1970s, operational knowledge and experience 
may be in short supply. 

If large-scale work programs are implemented, it will be important to learn the 
extent to which they produce welfare savings and valued community services that at 
least partially offset their costs. Models demanding many hours of participation over 
long periods are likely to generate much higher child care costs than did the programs 
tested in the 1980s. (This is partly because the earlier programs did not mandate partici- 
pation by mothers of preschool children and often scheduled work hours to coincide 
with school hours.) Some believe, however, that higher child care costs will be outweighed 
by larger reductions in welfare caseloads. The level of savings may depend in part on 
whether programs can be designed to promote a transition to unsubsidized employ- 
ment. Further, if work programs ever do involve a large share of the welfare caseload, it 
will be important to find cost-effective strategies for the most disadvantaged welfare 
recipients, and to explore whether there are any negative effects on the low-wage labor 
market or whether other workers are displaced. 

Initiatives in which mandatory work positions are designed to resemble regular, 
paid jobs may face another challenge. Participants may be paid only for the hours they 
work. This is in contrast to traditional unpaid work experience programs, in which par- 
ticipants' welfare grants may be reduced somewhat if they miss work. It will be impor- 
tant to learn how this newer type of program affects the well-being of children whose 
parents cannot or do not work steadily. 
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Changing Financial 
Incentives 



Policies designed to boost the financial incentives for welfare recipients to work have 
figured prominently in reform strategies since the late 1960s and are also part of many 
states' current welfare plans. 

As discussed in earlier chapters, welfare recipients who go to work usually obtain 
relatively low-paying, often part-time jobs that provide few if any fringe benefits; in 
addition, most do not receive steady child support payments. A full-time, minimum 
wage job pays more than AFDC for most families (and triggers eligibility for the Earned 
Income Tax Credit, discussed below), but recipients who work are likely to incur new 
expenses for child care and transportation, while a range of government benefits — in- 
cluding AFDC, Food Stamps, and sometimes housing assistance — are reduced. More- 
over, the loss of AFDC benefits may also trigger a loss of Medicaid coverage for some 
family members. 1 

Studies suggest that many welfare recipients clearly understand the financial trade- 
offs between work and welfare. One study interviewed welfare recipients about the 
pros and cons of working, noting that recipients usually described the benefits of work- 
ing in nonmonetary terms because they believed that working would not improve their 
financial situations. 2 Although these nonmonetary advantages are apparently attractive 
enough to persuade many welfare recipients to take jobs, the financial disincentives 
probably deter others from going to work and, just as important, may contribute to poor 
job retention among those who do. (Of course, there are also nonmonetary costs associ- 
ated with working — for example, less time is available to spend with children— and 
these costs may also affect decisions about work.) 

Recent economic trends have magnified the importance of this issue. For more than 
two decades, the earnings of young adults without post-secondary schooling have been 
either falling or stagnant. 3 In addition to affecting the trade-off between welfare and 
work (by reducing the financial benefits of work), these conditions have increased the 
proportion of working families who remain poor: In 1978, the poverty rate for families 
with children in which the head of household worked was 7.8 percent; by 1994, it had 
grown to 11.1 percent. 4 

There are two ways to make work more financially attractive relative to welfare: 
Either reduce the amount of welfare that is available to nonworking families or bolster 
the incomes of working families. Many states are pursuing the first approach (for ex- 
ample, by imposing time limits or by not increasing welfare grant levels to take account 
of inflation), but it has limitations; for example, it does not address the financial difficul- 
ties of low-income working families, and it may weaken the safety net for children whose 
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parents are unable to work steadily. Thus, support has also grown for "make-work-pay" 
policies that supplement the earnings of parents who work in low-paying jobs by pro- 
viding cash or non-cash assistance such as subsidized child care or health insurance. 5 
These policies promise to reward work and improve the financial well-being of low- 
income working families. In addition, policymakers hope that make-work-pay strate- 
gies will increase the percentage of welfare recipients who take and hold jobs, though 
the policies do not directly affect the availability of jobs or the ability of recipients to 
compete for the jobs that exist. 

While policymakers are moving decisively to make work pay, until recently the con- 
ventional wisdom among researchers was that these policies — while clearly making 
working families better off — have not been very successful in increasing work among 
welfare recipients. However, a new round of sophisticated studies, now under way and 
discussed below, challenges this conventional wisdom. To learn whether financial in- 
centives can live up to their promise, this chapter addresses the following questions: 

• What are the key strategies for making work pay? 

• What are the benefits and costs of make-work-pay policies? 

• What factors might influence the effectiveness of a financial incentive program? 

• What are the pros and cons of alternative strategies for making work pay? 

• What are the biggest unanswered questions about policies for changing work incen- 
tives? 

■ What are the key strategies for making work pay? 

There are several ways for government to make work pay better for low-income work- 
ing families. These strategies might be categorized as follows: 

• Changing welfare rules. There are several ways to alter the welfare rules to pro- 
mote work. One popular approach is to change the rules so that grants are not re- 
duced as much or as abruptly when a recipient finds a job or earns more. This is 
typically done by disregarding (not counting) a portion of recipients' earnings when 
their grant amounts are calculated. 6 This increases the incentive to work by allow- 
ing families with low earnings from either low wages or part-time work to retain at 
least a partial welfare grant to supplement their earnings (see the box on pages 74- 
75). A national earned income disregard was added to AFDC in 1967 but was cut 
back in 1981. In the past several years, the pendulum has swung back: More than 30 
states requested or obtained federal waivers to expand earned income disregards.' 

• Creating alternatives to welfare. A few experimental projects have created alterna- 
tive income support programs that are designed to reward work rather than nonwork. 
These programs have been tested alongside AFDC in specific locations; recipients 
have been encouraged — but not required — to switch from AFDC to the new pro- 
gram. The New York State Child Assistance Program (CAP), Milwaukee's New Hope 
Project, and Canada's Self-Sufficiency Project (SSP), all discussed below, are examples 
of this approach. 
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Supplementing the earnings of low-income working families outside the welfare 
system. An important example of this approach is the federal Earned Income Tax 
Credit (EITC) and similar credits available in seven states. Created in 1975, the fed- 
eral EITC now provides a tax credit of up to $3,556 per year to low- and moderate- 
income working families with children, and a smaller credit to some very low-in- 
come childless workers. The credit is "refundable," which means that families re- 
ceive a check from the government if their credit exceeds their tax bill. The state 
EITCs are mostly modeled on the federal credit, although three of the seven are not 
refundable. 8 Policies that provide subsidized health care coverage and/or child care 
assistance to low-income working families also fall into this category. (The Food 
Stamp program also supplements the income of many low-wage working families, 
though it is not targeted specifically at this group. 9 ) 

Easing the transition off welfare. A fourth approach is to offer temporary, "transi- 
tional benefits to people who leave welfare for work. The Family Support Act of 
1988 required states to provide transitional Medicaid and child care assistance for 
one year to certain categories of people who leave welfare for work. (The 1996 fed- 
eral welfare law discontinues the transitional child care requirement, although states 



How Earned Income Disregards Work 



The table opposite illustrates the effect of two different types of earned income disre- 
gards for a single parent with two children who is receiving a welfare grant of $450 per 
month and then finds a job. The left panel shows what would happen if she worked 20 
hours per week at $5 per hour, while the right panel assumes she is working 35 hours 
per week at the same hourly wage. (These examples are oversimplified; most formulas 
also allow recipients to disregard certain child care expenses.) 

The first type of disregard changes the "benefit-reduction rate." Under this formula, 
the welfare grant is reduced by 50 cents for each additional dollar earned. The second 
type, used more commonly in the AFDC program, disregards a flat amount of money 
per month and then also changes the benefit-reduction rate. In this example, benefits are 
reduced 80 cents for each additional dollar earned over $200 per month. As these 
examples show, earned income disregards are particularly beneficial for people working 
part time for low wages. (The second formula is slightly preferable for people with very 
low earnings because the first $200 in earnings does not reduce the grant at all.) 

As the last rows of the table show. Food Stamp benefits are an important part of this 
calculation. The Food Stamp program has uniform national rules, under which both 
earnings and AFDC count as income. 1 Thus, families with more income from AFDC 
and/or earnings receive less in Food Stamps. 2 



1. The Food Stamp calculation uses 1996 benefit rules, and assumes the family's monthly rent is $301. 

2. These examples do not include information about the Earned Income Tax Credit (EITC), which 

would provide additional income of about $173 per month to a family with two children earning $433 a 
month, and about $296 per month in additional income for a family of this size earning $758 per month 
Most families receive the EITC in a lump sum at tax time. In addition, the examples do not consider other 
expenses such as child care and health insurance; subsidies for these expenses may be affected by whether 
the family is receiving welfare. 1 
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are free to continue such a policy.) In recent years, several states have obtained waivers 
to extend one or both of the transitional benefits beyond one year, or to make it 
easier for recipients to obtain these benefits. The Self-Sufficiency Project, mentioned 
earlier, can also be seen as a transitional policy; SSP provides temporary cash supple- 
ments to people who leave welfare and work full time. 

All of these strategies improve the financial well-being of low-income working fami- 
lies, and all reward work rather than nonwork. At the same tune, all are public transfers 
of income and thus, some might argue, forms of dependency. As is discussed shortly, the 
four approaches have different advantages and disadvantages as strategies for further- 
ing the core goals of welfare reform: reducing dependency, supporting children, and 
controlling costs. 

■ What are the benefits and costs of make-work-pay policies ? 

The benefits of make-work-pay policies are fairly clear: 

• These policies improve the financial condition of at least some low-income families, 
while rewarding work. The discussion in Chapter 1 explained why these goals can 
be difficult to reconcile. 
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• Work incentives in the form of earned income disregards increase the percentage of 
the welfare caseload that is working even if no additional people go to work. This 
could alter public perceptions of welfare. It might also assist states in meeting feder- 
ally mandated participation rates (see the box on page 77). 

• Make-work-pay policies may cause additional people to go to work. The added re- 
sources provided by the incentives could also help some working families weather 
temporary crises that might otherwise cause them to lose jobs. This, in turn, might 
allow some to start up a “career ladder" and eventually earn their way off welfare 
permanently. If a make-work-pay policy increases work among welfare recipients, 
the policy will decrease dependency because families will contribute more to their 
own support. 

The public might be willing to pay more to achieve one or more of these outcomes, 
but public costs matter. The bottom line for taxpayers depends on the balance between 
two different effects, one that reduces costs and one that increases them. 

Earned income disregards illustrate this trade-off: On the one hand, expanded dis- 
regards may persuade some people to work who would not have worked otherwise, or 
allow some people to remain employed longer. If so, most of these families will receive 
smaller welfare grants than they would have, thereby lowering public costs. 

On the other hand, the new rules will also benefit people who would have worked 
anyway (economists call this a "windfall" benefit). Some of these families will remain 
eligible for at least a partial welfare grant during months when they would have been 
ineligible under the old rules. In other words, the disregard holds them on welfare longer, 
leading to higher costs and a larger welfare caseload. In addition, depending on how 
they are designed, expanded disregards may extend welfare eligibility to working poor 
families who were not previously eligible (some of whom might work fewer hours when 
given the opportunity to supplement their earnings with a welfare check). 

These contradictory forces exist in virtually all make-work-pay policies, whether 
they operate inside or outside the welfare system. But the evidence is mixed and incom- 
plete on which effect will dominate: that is, whether make-work-pay policies persuade 

many additional people to work, or mostly help people who would have worked any- 
way. 

Early studies of financial incentives. Non-random assignment studies completed 
in the 1970s and 1980s found that changing financial incentives did not generate large 
changes in welfare recipients' employment patterns. For example, a study of the origi- 
nal 1967 AFDC earned income disregard estimated that the policy increased work by 
less than one hour a week. 10 Similarly, in 1981, when the national earned income disre- 
gard was cut back, several studies concluded that the change did not reduce work. 11 
(Until the 1996 welfare law ended federal rules for counting earnings, a substantial earned 
income disregard was allowed only during an AFDC recipient's first four months of 
work— unless a state obtained waivers to implement a different formula. 12 ) 

The Negative Income Tax (NIT) Experiments, which operated in several states in 
the 1960s and 1970s, produced similar results. The NIT was an alternative income sup- 
port program that provided more generous cash payments to a broader range of fami- 
lies than did AFDC. Because it extended eligibility for cash payments to some working 

O 

ERIC 



82 



Chapter 5: Changing Financial Incentives 



77 



Expanded Earned Income Disregards: Two Scenarios 

Consider three hypothetical states. State A makes no changes in the welfare rules, while 
States B and C both increase the earned income disregard in exactly the same way. 
Further, suppose State B does a poor job of implementing the new rule: Staff do not tell 
recipients about the change, so it induces no additional people to work. In State C, the 
program is well run. The results over the next 12 months might look like this (assuming, 
unrealistically, that no new people entered welfare and that no one left for any reason 
other than employment). The numbers are made up, but they illustrate the main point: 
that earned income disregards will increase the employment rate among those receiving 
welfare, even if they do not persuade any additional people to work. 



Outcome 


State A 


State B 


State C 


1, Number on welfare, January 1 


1,000 


1,000 


1,000 


2. Number who went to work 
during the year 


400 


400 


600 


3. Number who were induced 
to work by the incentive 


n/a 


0 


200 


4. Of those who went to work, 
the number who remained 
eligible for a partial 
welfare grant 


80 (20%) 


240 (60%) 


360 (60%) 


5. Of those who went to work, 
the number who left welfare 
(2 minus 4) 


320 (80%) 


160 (40%) 


240 (40%) 


6. Number on welfare at the 
end of the year (1 minus 5) 


680 


840 


760 


7. Percentage of the caseload 
working at the end of the 
year (4 divided by 6) 


12% 


29% 


47% 



The disregard did not increase employment in State B: The number of people who 
went to work (400) was the same as in State A, where the rules did not change. Neverthe- 
less, because the new rules allowed a greater proportion of working families to retain a 
partial welfare grant, the percentage of the caseload working at the end of the year was 
much higher in State B than in State A (29 percent versus 12 percent). In addition, State 
B's policy made some families better off financially. The welfare caseload grew, however, 
and costs probably rose. 

In contrast, State C's policy persuaded 200 more people to work. The proportion of 
these working families who retained eligibility for some welfare (60 percent) was the 
same as in State B because the two states made the same rule change. But the overall 
results were different: State C's caseload was larger than State A's at the end of the year, 
but welfare spending may have been lower because many of the working families 
probably received lower welfare grants than they would have otherwise. In addition, 
welfare looked much different in State C: Rather than being a program primarily for 
nonworking families, it became, for many families, a program that supplemented 
earnings. Finally, many low-income working families were better off financially. 

One final point should be mentioned: In real life, observers of State B's program 
would probably not have the data from the other states for comparison. They would see 
only that the employment rate among welfare recipients rose. The full story — that the 
state's new policy did not increase employment overall — would not likely be observed. 
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families who were not eligible for AFDC, the NIT was recognized as likely to induce 
some of these families to work less (though of course that was not its intent). At the same 
time, different "benefit-reduction rates" were tested to determine their effects on AFDC 
recipients (these rates are conceptually similar to earned income disregards). For ex- 
ample, would reducing NIT benefits by only 50 cents, rather than 70 cents, for every 
dollar earned induce more welfare recipients to become employed? It turned out that 
lower benefit-reduction rates did not produce consistent gains in employment, hours 
worked, or earnings. 13 

More positive results from recent studies. Recent studies, notably two in Canada 
(where the welfare system is similar to AFDC) and New York State, have found that 
certain kinds of financial incentives can generate more employment among welfare 
recipients. 

The Self-Sufficiency Project (SSP), an ongoing experiment in two Canadian 
provinces, provides monthly earnings supplements for up to three years to single par- 
ents who have received welfare for at least one year and who then leave welfare for full- 
time work. Administratively, SSP operates outside the welfare system. 

SSP is important because (except in one special study) it is testing only financial 
incentives; in many other studies, incentives are combined with other policy changes, 
making it hard to isolate their effects. SSP is also a good test of making work clearly pay: 
For most workers earning in the $5 to $8 per hour range, the supplement effectively 
doubles their earnings and gives them a total pre-tax income (earnings plus supple- 
ments) that is about twice what a family would receive by remaining on welfare and not 
working. After accounting for taxes (the supplements are taxable), child care costs, and 
other factors, a typical single parent working 30 hours per week would have $3,000 
to $5,000 more income per year under SSP than under welfare. 14 (All figures are in 
Canadian dollars.) 

SSP, which began operating in 1992, has been well implemented. Eligible single 
parents understood how the supplement worked and that (in most cases) they would be 
much better off financially if they got a full-time job and left welfare. In the peak month, 
approximately 25 percent of eligible parents worked full time and received supplements. 15 

Early results indicate that SSP has generated large increases in full-time employ- 
ment, hours worked, and earnings. For example, as Table 5.1 shows, in months 13 to 15 
of the follow-up period, SSP had doubled the full-time employment rate, increased 
average monthly hours of work by 66 percent, raised average earnings by 58 percent, 
and boosted participants' total income by 23 percent. The program also reduced welfare 
receipt and welfare spending, although, in the short run, these savings were more than 
offset by the cost of supplement payments. SSP raised costs for taxpayers by about $94 
per month per program group member (as shown in the "average amount of welfare or 
SSP received" line in the table). This investment yielded a $137 average increase in 
monthly earnings and a $231 average increase in monthly income for participants. 

If SSP increased employment and earnings and reduced welfare spending, why 
would it cost more than welfare overall? Because, judging by the control group, about 
half of the program group members who went to work full time would have done so 
even if SSP had not existed. For this group, SSP did not generate any savings — they 
would have left welfare anyway— but it did incur costs, since these people received 
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Table 5.1 



Average Monthly Impacts of the Self-Sufficiency Project (SSP) in Months 13 to 15 
of the Follow-Up Period 



Outcome 


Program 

group 


Control 

group 


Difference 

(impact) 


Percentage 

change 


Percentage who worked 


40.8% 


27.7% 


13.1* 


47% 


Full time 


25.3% 


12.3% 


13.0* 


106% 


Part time 


15.5% 


15.4% 


0.2 


1% 


Average hours of work 


50.4 


30.4 


20.0* 


66% 


Average earnings 


$373 


$236 


$137 


58% 


Percentage who received 


welfare 


71.3% 


84.8% 


-13.6* 


-16% 


Average amount of 


welfare received 


$656 


$772 


-$117* 


-15 /o 


Percentage who received 


welfare or SSP 


94.1% 


84.8% 


9.2* 


11% 


Average amount of welfare 


or SSP received 


$866 


$771 


$94* 


12% 


Total income from SSP, 


welfare, and earnings 


$1,238 


$1,007 


$231 


23% 



SOURCE: Adapted from David Card and Philip K. Robins, Do Financial Incentives Encourage Welfare Recipients to 
Work? Initial 18-Month Findings from the Self-Sufficiency Project (Vancouver, B.C.: Social Research and Demonstration 
Corporation, 1996), Table ES-1 (p. ES-3). 

NOTES: An asterisk indicates that the impact estimate is statistically significant at the 5 percent leveb-that is, there 
is at least a 95 percent probability that the program actually had an impact. 

Totals may be slightly discrepant because of rounding. 



supplement payments. In contrast, the single parents who went to work because of SSP 
essentially traded their welfare checks for SSP supplement checks. 

The final story on SSP is not yet known. In the short run, or "in-program period," 
SSP has substantially increased both earnings and family income. In the long run, how- 
ever, it will be critical to see what happens when the three-year supplement period ends. 
If program group members continue working at a higher rate than control group mem- 
bers, and if they do not return to welfare, SSP could actually save money. Alternatively, 
if participants lose their jobs and return to welfare., the program will not have succeeded 
in producing a durable transition from welfare to work. 

New York State's Child Assistance Program (CAP) was designed as an alternative 
to traditional welfare; recipients must choose either to remain on AFDC and Food Stamps 
or to enroll in CAP (though they can switch back later). CAP provides lower benefits for 
nonworking families (about two-thirds of the AFDC grant), but it also includes a dra- 
matically lower "benefit-reduction rate": CAP benefits are reduced by only 10 cents for 
each dollar earned for the first several hundred dollars of earnings per month, and by 67 
cents for each additional dollar earned. 16 To qualify for CAP, single parents must have a 
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court order for child support for at least one of their children. To make the switch to CAP 
financially worthwhile (that is, to get a higher income than under AFDC), a parent with 
two children (both covered by support orders) must earn at least $350 a month. 

An experimental design was used to measure CAP'S results in three New York coun- 
ties over a five-year period. Recipients who were randomly assigned to the program 
group were encouraged to switch to CAP, while those assigned to the control group 
were subject to traditional AFDC rules and were not eligible for CAP. The results are 
similar to SSP's early impacts in some respects, and quite different in others. 17 

Like SSP, CAP resulted in welfare recipients' working more. During the five-year 
follow-up period, program group members earned, on average, 20 percent more than 
control group members. In Monroe (Rochester), the most successful county program, 
program group members earned, on average, $3,600 (28 percent) more than control group 
members during the five-year period. These results are particularly notable because, 
across all three counties, only 16 percent of program group members actually made the 
switch from AFDC to CAP This suggests that the people who were directly affected by 
CAP worked much more than they otherwise would have worked (although, as dis- 
cussed below, it also seems likely that CAP affected the behavior of some people who 
never actually enrolled in the program). 

Unlike SSP, which has made participants much better off but has increased short- 
term public spending, CAP generated a small decrease in public spending: Program 
group members actually received about $2,000 less in public assistance, on average, over 
the five-year period (including AFDC, CAP, Food Stamps, and Medicaid benefits)— a 
decrease of about 4 percent. (At the two-year point — perhaps a better comparison to the 
early SSP results — CAP had neither increased nor decreased public assistance spend- 
ing. 18 ) Despite the program's generous financial incentives, however, CAP made fami- 
lies only slightly better off financially: Across all three counties, program group mem- 
bers' average incomes (counting earnings, child support, and public assistance) were 
about 2 percent higher than control group members' incomes over the five-year period 
(incomes were about 4 percent higher at the two-year point). 19 

In sum, CAP provided a generous financial incentive to working families without 
increasing public spending. How is this possible? In general, it appears that the people 
who worked more because of CAP received less public assistance than they would have 
received otherwise, offsetting the fact that CAP also paid higher benefits to some people 
who would have worked anyway. 

In addition, it appears that the combination of CAP'S design, its unusual eligibility 
rules, and the way the program was implemented created several situations in which 
people responded to CAP'S incentives but received smaller amounts of public assis- 
tance than might have been expected. For example, some people, encouraged by CAP'S 
incentives, found jobs while they were still receiving AFDC, but then waited several 
months before entering CAP (perhaps because they wanted to make certain their jobs 
were stable or because they were waiting to establish support orders). Before making 
the switch, these working families were subject to the less generous AFDC rules; in es- 
sence, they were induced to work by CAP, but did not fully benefit from its incentives. 
Similarly, many people who entered CAP earned much more than the minimum amount 
needed to make the switch worthwhile: People were earning nearly $700 per month, on 
average, when they switched to CAP. Families with high earnings did not receive as 
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much money from CAP because, as noted above, CAP grants are reduced by 67 cents for 
each dollar earned above a certain point. In other words, people did not necessarily 
adjust their work hours to maximize the amount of money they could receive from CAP 
(Some may have had difficulty controlling exactly how many hours they worked.) 20 Fi- 
nally, it seems likely that some people went to work because of CAP but never entered 
the program at all, perhaps because they were unable to establish a support order or 
because their earnings were too low to make the switch worthwhile. 

The CAP results illustrate several of the complicated design issues that may affect 
the results of a financial incentive program. They also show that, while incentives can 
clearly alter behavior, people do not always act to maximize their financial situation; 
other factors can also exert a strong influence on their decisions about work and welfare. 

New studies of earned income disregards. As noted above, studies of 1967 and 
1981 federal policy changes suggested that earned income disregards have little effect 
on AFDC recipients' work patterns. More recently, several studies have examined this 
question using random assignment research designs; the results have been mixed, as 
discussed below. 

Minnesota's Family Investment Program (MFIP) increases earned income disregards, 
converts Food Stamps to cash, and imposes new welfare-to-work mandates on long- 
term welfare recipients (defined as those who had received welfare for 24 of the previ- 
ous 36 months), among other departures from traditional public assistance. Under MFIP, 
working recipients' grants are essentially increased (by an amount that varies by family 
size) and then reduced by 62 cents for each dollar earned. In practice, a single parent of 
two children who works 20 hours a week at $6 an hour is able to keep $237 more per 
month in benefits than under the regular AFDC program — $148 more if she works 40 
hours a week. 21 In contrast to the four-month restriction on earned income disregards in 
the AFDC program, an MFIP participant can continue to receive benefits as long as her 
total income remains below 140 percent of the poverty line. 

Table 5.2 shows MFIP's results over the first 18 months of the follow-up period for 
people who were long-term recipients when they entered the program, and thus were 
immediately subject to participation mandates. The table compares MFIP participants 
(the MFIP group) with members of a control group that is subject to traditional AFDC 
rules and is not required to participate in employment-related activities. As the table 
shows, the combination of MFIP's financial incentives and participation mandates gen- 
erated substantial increases in employment and earnings. (An evaluation report sched- 
uled for 1997 will include additional data that will help to disentangle the effects of the 
incentives from those driven by the mandates. 22 ) 

MFIP's incentives benefited not only people who went to work because of the pro- 
gram but also people who would have worked anyway (the employment rate for the 
control group indicates that 59 percent of program group members would have worked 
with or without MFIP). Partly for this reason, MFIP increased welfare spending and the 
number of people receiving welfare. As in SSP, however, the program-generated increase 
in family income was larger than the increase in welfare spending because earnings also 
rose. Thus, members of the MFIP group had higher total income from earnings and 
public assistance and were much less likely to be living below the poverty line; reducing 
poverty is an explicit goal of the Minnesota program. In sum, unlike many of the wel- 
fare-to-work and mandatory work programs discussed in Chapters 3 and 4, MFIP has 
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Table 5.2 

Minnesota's Family Investment Program (MFIP): Impacts for Long-Term Welfare 



Recipients Over an 18-Month Follow-Up Period 


Outcome 


MFIP 

group 


Control 

(AFDC) 

group 


Difference 

(impact) 


Percentage 

change 


Quarters 2 through 7 










Percentage who were ever employed 


76.0% 


59.0% 


17.0*** 


28.8% 


Average total earnings per person 
Average total welfare benefits 


$4,912 


$3,871 


$1,041*** 


26.9% 


per person 1 


$11,074 


$10,256 


$818*** 


8.0% 


Average total income from welfare 
and earnings 

Percentage with income below 


$15,986 


$14,127 


$1,859*** 


13.2% 


the 1995 poverty level 


43.8% 


60.2% 


-16.4*** 


-27.2% 


Quarter 7 only 










Percentage who were employed 


52.1% 


37.6% 


14.5*** 


38.7% 


Percentage who received welfare 


80.6% 


76.9% 


3.7* 


4.8% 



SOURCE: Early data (released by the State of Minnesota in January 1997) from a forthcoming MDRC report on the 
MFIP evaluation. 

NOTES: ^'Welfare benefits" include AFDC, Food Stamps, and Family General Assistance for participants in the 
AFDC program, and MFIP payments for participants in the MFIP program. 

These results include only single-parent families in the Minneapolis metropolitan area. Long-term recipients are 
here defined as those who had received welfare for 24 of the previous 36 months. 

Impact estimates marked with three asterisks are statistically significant at the 1 percent level — that is, there is 
at least a 99 percent probability that the program actually had an impact on that outcome. The estimate that is 
marked with one asterisk is statistically significant at the 10 percent level. 



increased both work and family income for this group of recipients, but it has also raised 
welfare spending. 

MFIP's early results are less impressive for people who entered the program when 
they were applying for welfare. For this group — which received MFIP's incentives but 
was initially not subject to participation mandates — the program raised incomes but not 
earnings. Because the incentives primarily benefited applicants who would have worked 
anyway, the program substantially increased welfare spending for this group. 

These are early results, and MFIP's impacts for both groups could change dramati- 
cally over time. In contrast to SSP, MFIP is permanent, not temporary; it mixes a range of 
other services and mandates with its incentives; and it is somewhat less generous than 
SSP. The effect, if any, of these design differences will be important to gauge. 

A Michigan welfare-to-work program. To Strengthen Michigan Families, modestly 
increased the earnings disregard and created a new "Social Contract" under which wel- 
fare recipients agree to engage in work-related activities for 20 hours per week (accept- 
able activities include employment, education, training, and community service, among 
others). Under the new rules, the first $200 of a recipient's monthly earnings plus 20 
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percent of the remainder are disregarded when calculating AFDC benefits. As in Minne- 
sota, the earned income disregard is available for as long as a family receives AFDC. 

At the two-year follow-up point, the program was found to have produced a small 
increase in the employment rate — almost 35 percent of recipients subject to the program 
were working, compared with about 32 percent of those in the control group — and a 
small reduction in welfare caseloads and costs. There was also a slight increase in the 
percentage of people combining work and welfare. As in Minnesota, effects were con- 
centrated among single-parent welfare recipients, not two-parent families, and not new 
applicants for welfare. 23 

A program in the state of Washington provided financial incentives to encourage 
work and participation in education and training, converted Food Stamps to cash, pro- 
vided transitional child care assistance and medical coverage to people leaving welfare 
for work, and made other changes. An evaluation that did not use random assignment 
found that recipients in counties with the new program were no more likely than those 
in comparison counties to work or to participate in education and training. As a result, 
the program led to a substantial increase in welfare caseloads and spending: Appar- 
ently, it paid incentives to people who would have worked anyway, without inducing 
additional people to work. 24 

The bottom line. In contrast to earlier research, recent studies indicate that, in addi- 
tion to improving the financial well-being of working families, financial incentive poli- 
cies can significantly increase work among welfare recipients. However, not all pro- 
grams have achieved this result. Moreover, different models have generated quite 
different impacts on government budgets: Some have saved money, while others have 
increased spending. The next section discusses some possible explanations for these 
different results. 

Finally, the research indicates that strategies based on financial incentives are lim- 
ited in some respects. Even in generous, well-run programs such as SSP and CAP, many 
welfare recipients do not go to work. This strongly suggests that the financial trade-off 
between welfare and work is only one of the reasons why some people remain on wel- 
fare for long periods. Other factors — perhaps related to the availability of jobs, family 
responsibilities, recipients' physical or emotional problems, or levels of motivation — 
probably play a role as well. 25 

■ What factors might influence the effectiveness of a financial 
incentive program ? 

It is premature to reach definitive conclusions on this issue, because several of the cited 
studies are not yet complete. It appears, however, that a number of factors may help to 
explain why some models may be more effective than others in increasing employment 
rates and earnings, enhancing the income of working families, or lowering welfare costs. 
These include the incentive's design (especially its size), implementation, and 
interaction with other services or rules implemented alongside it. 

Design. A more generous incentive — one that gives a larger boost to working fami- 
lies — will do more to increase incomes and, in theory, should generate a larger increase 
in work among welfare recipients. More generous policies are also likely to cost more. 
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The results cited earlier appear to support the link between generosity and employ- 
ment impacts. SSP and New York State CAP, two programs that offered generous work 
incentives, have generated substantial increases in earnings and employment among 
welfare recipients. In contrast, the Michigan program offered a much smaller incentive 
and produced smaller impacts. 26 

At the same time, the results described earlier do not show a clear relationship 
between generosity and cost. In other words, the more generous incentive programs are 
not necessarily the most expensive. This may be because the most generous programs, 
SSP and New York's CAP, both include rules that narrow eligibility for their incentives. 
For example, SSP's supplements are available only to people who receive welfare for at 
least one year and then work full time, while CAP is offered only to parents with court 
orders for child support, and it is financially worthwhile only for parents earning more 
than $350 per month. These rules keep costs down by targeting the incentives more 
directly to people who would not have worked anyway, although they also reduce the 
number of families whose incomes are raised by the incentives. 

Generosity is also likely to be an important factor in state programs that include 
earned income disregards. In general, policies that disregard a larger share of earnings 
will create a stronger work incentive and raise incomes more, but they also have the 
potential to increase welfare caseloads and to generate higher costs (because, as described 
earlier in the chapter, the disregards are likely to benefit many people who would have 
worked anyway). There is also an important interaction between disregard policies and 
welfare grant levels: A state that pays low welfare grants would be unable to supple- 
ment family incomes much even with a very generous disregard. 

Other aspects of an incentive's design are also important. For example: 

• The administrative structure. Two models that have generated significant increases 
in work, CAP and SSP, operate outside the welfare system; for example, the pro- 
grams have separate offices and staff. While it may be costly and complex to create 
new structures, these programs' incentives may have been bolstered by the fact that 
participants can receive assistance without the stigma of welfare. 

• The timing of payments. Some have argued that the Earned Income Tax Credit, 
while fairly generous, does not provide a practical work incentive to many welfare 
recipients because the vast majority of families receive the credit in a lump sum at 
tax time. Thus, the money may not help many families meet day-to-day expenses. 
To address this problem, several states have proposed to distribute federal EITC 
benefits to working families on a monthly basis. 27 (Families are permitted to receive 
part of the credit in their paychecks through a mechanism called advance payment, 
but few do so.) 

• The form of the incentive. Some make-work -pay strategies provide assistance in 
the form of cash, while others provide in-kind benefits such as subsidized health 
insurance or child care. There is little hard evidence available to determine whether 
one form of incentive is more effective than the other, but it seems plausible that this 
distinction matters for some families. Surveys suggest that many welfare recipients 
are concerned about the costs of child care and health care if they go to work. 
In-kind benefits, however, are not as flexible as cash and might not target the most 
salient issues for all families. 



Chapter 5: Changing Financial Incentives 



85 



Implementation. A financial incentive policy that is designed to increase the num- 
ber of welfare recipients who take jobs will not achieve this goal unless eligible recipi- 
ents know the incentive exists and understand how it works. Thus, marketing and com- 
munication are critical to the success of this type of policy. For example, if the earned 
income disregard is increased, but staff do a poor job of marketing this change to recipi- 
ents, the policy will mostly benefit people who would have gone to work anyway. The 
policy might still produce beneficial results — incomes will rise, the employment rate 
among welfare recipients will increase, and job retention might improve — but costs and 
caseloads would likely rise dramatically. The Washington State study described above 
found that many welfare recipients did not know about the program's incentives or did 
not understand them; the authors cited this lack of knowledge as one explanation for 
that program's high costs, increased caseloads, and failure to achieve employment gains. 28 

In contrast, perhaps the most important lesson from the SSP and CAP studies to 
date is that a clearly positive financial incentive that is well explained and understood 
will generate an increase in employment and earnings. SSP took extraordinary steps to 
ensure that every eligible person participated in a two-hour orientation describing the 
program, and staff repeatedly contacted potential participants over the next year to 
remind them about the supplement. 29 

Dramatic differences in results between counties in the CAP experiment underscore 
this point. Operating the same program, Monroe County — identified as an enthusiastic, 
persistent marketer of CAP'S benefits — generated large impacts, while a less committed 
Suffolk County produced much less impressive results. 30 

Interactions with other programs. Financial incentives are often implemented along 
with other policies or services. For example: 

• As noted earlier, Minnesota's MFIP includes new welfare-to-work mandates for long- 
term recipients and other changes in addition to its financial incentives. Similarly, 
Michigan's To Strengthen Michigan Families combined an earned income disregard 
with a new "Social Contract." 

• A special study, SSP Plus, is testing whether the financial incentives in Canada's 
Self-Sufficiency Project work better when combined with other employment and 
social services. 

• Connecticut, Florida, and other states have combined generous earned income dis- 
regards with time limits on AFDC receipt. 

• New Hope, an experimental program in Milwaukee, combines incentives, job search 
assistance, paid community service jobs, and other features to promote full-time 
employment and to reduce poverty and dependency (see the box on page 86). 

Financial incentives can be complementary or contradictory when implemented with 
these other policies. For example, expanded earned income disregards and other comple- 
mentary policies may reinforce one another and create a potentially powerful synergy. 
In the Minnesota program, financial incentives and participation mandates appeared to 
reinforce each other: Staff adjusted quickly to their role of "selling" work and adminis- 
tering employment-focused welfare-to-work mandates — as opposed to focusing nar- 
rowly on determining eligibility and calculating benefit amounts — in part because they 
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The New Hope Project 



The New Hope Project, located in two neighborhoods in Milwaukee, is designed to 
address some of the structural problems that contribute to poverty and welfare depen- 
dency: job shortages, insufficient work hours, low wages, lack of health insurance, and 
unaffordable child care. The program is based on the premises that employment is the 
solution to poverty and welfare dependency and that people will choose employment 
over welfare if they can earn a living wage. To this end. New Hope includes: 

• Job access. New Hope provides job search assistance to people who are unem- 
ployed or who want to change jobs. If program participants are unable to find work 
in the regular job market. New Hope offers paid community service jobs at the 
minimum wage in nonprofit agencies. 

• Wage supplements. New Hope offers monthly wage supplements to participants 
who work at least 30 hours per week but whose earnings leave their households 
below the poverty level. Combined with the Earned Income Tax Credit, New Hope's 
wage supplements raise participants' annual household income above the poverty 
line. 

• Health insurance. New Hope offers a health insurance plan to program participants 
who work at least 30 hours per week and who are not covered by employer health 
insurance or Medicaid. Participants contribute toward the health insurance pre- 
mium on a sliding scale that takes into account their income and household size. 

• Child care assistance. New Hope offers financial assistance with child care expenses 
to program participants who work at least 30 hours per week and who have 
children under the age of 13. Participants pay a portion of the cost based on their 
income and household size. 

New Hope is open to individuals and families who have household incomes at 150 
percent of the poverty level or below. Eligible adults may enter the program employed 
or unemployed, on welfare or not on welfare. The program's wage supplements, health 
insurance, and child care assistance are calibrated so that there is an economic incentive 
for participants to work more hours and earn higher wages. A random assignment 
study is testing whether New Hope reduces poverty and whether it offers a better way 
to support able-bodied adults and families than do existing welfare programs. 



believed that recipients who worked under the new rules would benefit financially . 31 As 
noted earlier, the MFIP evaluation is designed to determine whether the program's fi- 
nancial incentives produce larger impacts when combined with welfare-to-work man- 
dates. 

The interactions between time limits and earned income disregards are more com- 
plex. On the one hand, a disregard might assist welfare recipients in making the transi- 
tion from welfare to work because it allows families who enter low-wage employment 
to retain a portion of their AFDC grants; the policy will also raise the incomes of some 
working families. In addition, from a state's perspective, a time limit on welfare receipt 
may restrain the cost of an expanded earned income disregard: People can benefit from 
the disregard only for as long as they are allowed to receive welfare. On the other hand, 
the policies may work at cross-purposes. When welfare eligibility is time-limited, recipi- 
ents have an incentive to leave the rolls as soon as possible in order to save their months 
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of eligibility for times when they may be more in need of public assistance. But more 
generous earned income disregards have the opposite effect: They hold people on wel- 
fare longer than they would otherwise stay. Thus, a person who combines work and 
welfare may "eat up" her months of welfare eligibility faster than she otherwise would. 

To address this concern, some have suggested that programs combining these two 
policy changes might consider not counting toward the time limit those months in which 
a recipient is combining work and welfare. Several states adopted this approach in time- 
limit programs that were implemented under federal waivers . 32 

■ What are the pros and cons of alternative strategies for 
making work pay ? 

Early in this chapter, four basic approaches to making work pay were described: changes 
in welfare rules, alternative income support systems such as New York's CAP and 
Canada's Self-Sufficiency Project, broad-based strategies such as federal and state Earned 
Income Tax Credits (EITCs), and temporary, transitional benefits targeted to people leav- 
ing welfare for work. These policies are not mutually exclusive: For example, earned 
income disregards, state EITCs, and transitional benefits (such as health coverage and 
child care assistance) have been implemented simultaneously. But the various policies 
have different strengths and weaknesses as strategies for achieving particular goals. 

The key differences among the four approaches relate mostly to targeting. Earned 
income disregards and transitional benefits are targeted narrowly to people receiving or 
leaving welfare; this limits their cost. (As noted earlier, SSP and CAP also have narrow 
eligibility criteria.) Targeting a program in this way, however, can create inequities be- 
tween eligible families and other low-income working families who are not eligible for 
the benefits. This can produce unintended effects, such as more applications to the wel- 
fare system. Moreover, if raising family income is a key objective — in contrast to a more 
limited focus on increasing work among welfare recipients — a narrowly targeted pro- 
gram has the disadvantage of reaching fewer families. 

In contrast, a program such as the EITC, which is targeted to all working families in 
a particular income range, avoids these problems: There are no comparable inequities 
between eligible and ineligible families, and many people benefit. But, depending on 
the benefit level, a broad-based program can cost considerably more than a narrower 
program. In addition, as noted earlier, earned income credits are not designed specifi- 
cally to encourage work among welfare recipients. They may further this goal, but they 
are intended to serve broader functions such as making the tax system more equitable 
and boosting the incomes of working families. Finally, because the EITC provides ben- 
efits to a broad range of working families, it may induce some people to work less than 
they otherwise would. 

Transitional benefits can be more generous and still cost less than a permanent pro- 
gram. But such temporary benefits end, with participants losing cash, health coverage, 
or child care assistance. One of the assumptions underlying transitional benefits is that 
earnings and job-related fringe benefits are likely to grow over time as workers get raises 
and promotions or move to better-paying jobs; if this does not happen, some recipients 
may return to welfare when their temporary benefits end. 
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Finally, different approaches tend to help different groups of people. For example, 
earned income disregards are usually most helpful to people working in low-wage, part- 
time jobs (see the box below). Even with a disregard in place, recipients working full 
time are unlikely to receive much welfare in most states. In contrast, the EITC pays 
higher benefits to families with higher earnings (up to a point), and thus provides more 
assistance to full-time workers. For example, as shown in Figure 5.1, a family with two 
or more children receives the maximum EITC benefit with earnings between $8,890 and 
$11,610 (corresponding to 35 hours a week of work at $4.88 to $6.38 an hour). 

Differences in perceptions. The four approaches also "look" different. Programs 
such as the EITC, CAP, and SSP are likely to receive public support because they operate 
outside the traditional welfare system and reward work: The EITC and SSP are available 
only to working families, and CAP is financially worthwhile only for those who work. 



Part-Time Work and Welfare Reform 



While there is broad agreement that welfare recipients should contribute more to their 
own support, there is less consensus about what level of self-support should be ex- 
pected. Some have argued that it is reasonable to expect single mothers to work part 
time, because that arrangement allows them to balance their roles as providers and 
nurturers. 1 Many two-parent families balance these roles by having one parent work full 
time and the other parent work part time or not at all, particularly when their children 
are young: in March 1995, only 38 percent of married mothers with preschool children 
worked full time; another 19 percent worked part time. 2 Others think it is reasonable to 
expect single mothers to work full time. 

Expectations regarding part-time work will affect many aspects of a state's welfare 
reform strategy. For example, states that intend to impose work requirements need to 
decide whether their mandates will demand full-time or part-time work, or will have 
different expectations depending on the age of the family's youngest child. (Of course, 
states will need to weigh their choices in the context of the 1996 federal work require- 
ments.) A policy such as a benefit-termination time limit, which removes access to 
welfare and does not provide an alternative source of income to supplement earnings, 
will implicitly demand full-time work in most cases. 

Any reform strategy that seeks to support part-time work will need to address the 
fact that most low-income single mothers do not receive regular child support payments. 
Without a second stream of income from the other parent, many low-skilled single 
mothers will probably be unable to support their children solely on the earnings from a 
part-time job, particularly because such jobs are unlikely to provide health insurance. 
Although, as noted in Chapter 6, states are working to strengthen the child support 
enforcement system, progress will likely be gradual. Thus, single mothers working part 
time are likely to need additional income, either from a partial welfare grant or from 
some other source. Earned income disregards are one strategy for achieving this result. A 
disregard allows working parents to retain at least part of their welfare grant to supple- 
ment their earnings. Depending on how the disregard is structured, a parent working in 
a low-wage, part-time job might be allowed to retain all or most of her grant. 



1. See, for example, David T. Ellwood, Poor Support: Poverty in the American Family (New York: Basic 
Books, 1988), pp. 132-37. 

2. U.S. House of Representatives, Committee on Ways and Means, 2996 Green Book: Background 

Material and Data on Programs Within the Jurisdiction of the Committee on Ways and Means (Washington, D.C.: 
U.S. Government Printing Office, 1996), Table 10-4 (p. 630). ° 
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As discussed earlier, to bolster 
the perception that they are not 
"welfare" programs, both SSP 
and CAP are administered 
through separate offices that are 
not connected to the welfare sys- 
tem (the EITC is, of course, ad- 
ministered through the tax sys- 
tem). 

In contrast, welfare is a safety 
net program that helps nonwork- 
ing families, and it has frequently 
been criticized for discouraging 
work. Thus, working families 
who are helped by earned in- 
come disregards are still part of 
an unpopular, heavily stigma- 
tized welfare program. Raising 
earned income disregards, how- 
ever, might help to change the 
public image of welfare; with dis- 
regards in place, a higher share 
of the welfare population would 
be working and using the pro- 
gram to supplement their earn- 
ings. If this occurs, recipients may feel better about themselves because they are provid- 
ing for their own support, and the public may be more likely to categorize them as 
deserving of assistance. Thus, earned income disregards may be seen as an effective 
way to reduce the stigma associated with a safety net program. 

■ What are the biggest unanswered questions about policies for 
changing work incentives? 

Ongoing studies will provide evidence about how changes in earned income disregards 
affect employment patterns, welfare dependency, and costs — and how these policies 
interact with other welfare reform strategies, such as time limits and welfare-to-work 
mandates. 

These studies will also provide information about the impacts of different disregard 
formulas. States face a balancing act in designing these formulas. On the one hand, very 
generous disregards will increase work incentives and family income more, but may 
also increase costs and caseloads more. On the other hand, a disregard that is too small 
would not provide much of a work incentive, and would not make working poor fami- 
lies appreciably better off. 

More research is needed to understand the effects of make-work-pay strategies that 
operate outside the welfare system — policies such as the EITC and health and child care 



Figure 5.1 



The Earned Income Tax Credit (EITC) in 1996 
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SOURCE: Adapted from Iris J. Lav and Edward B, Lazere, A Hand 
Up: How State Earned Income Credits Help Working Families Escape 
Poverty (Washington, D.C.: Center for Budget and Policy Priorities, 
1996), Figure 7 (p. 18). 
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assistance for working poor families. These policies may affect employment rates, job 
retention, and the overall well-being of poor families. 

Perhaps the most important unanswered question concerns the long-run result, from 
a cost/benefit perspective, of financial incentives' two effects: inducing more people to 
work and improving the financial well-being of those who would have worked anyway. 
The former reduces public transfer costs, while the latter increases costs. Both effects 
increase the income of poor families. It is critical to understand not just costs in the short 
and long run, but also the benefits that families and children derive over time from 
having more income. 
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Time limits are among the most dramatic recent changes in welfare policy. They are also 
among the most popular: Between 1993 and mid-1996, more than 30 states received 
federal waivers to impose some form of time limit on AFDC receipt in at least some 
areas of the state. 1 The 1996 federal welfare law restricts all states from using federal 
funds to provide assistance to most families for more than five years, and allows states 
to set shorter time limits. 

Time limits are intended to greatly reduce or eliminate long-term welfare receipt 
and to spur welfare recipients into employment. Proponents contend that these goals 
can be achieved without adversely affecting children because they believe that most 
welfare recipients, when faced with a firm deadline, will find jobs or take other steps 
that allow them to support their families without welfare. 

The rapid emergence of time-limited welfare at the state and federal levels is strik- 
ing because this policy is largely untested. Time limits have been imposed in various 
income support programs, but until recently they have not been applied to single-par- 
ent families, who constitute the vast majority of the AFDC caseload. 2 The first state- 
level tests of time-limited welfare are still too new to have yielded firm conclusions: The 
earliest programs did not start operating until 1994, and only a handful of people na- 
tionwide had reached a time limit as of fall 1996. (Early results from a Florida time-limit 
program — the Family Transition Program — are expected to be available in early 1997. 3 ) 

In the absence of data on the impacts of time limits, this chapter addresses several 
questions about the potential effects of this policy and its implementation. It is impor- 
tant to note that the 1996 federal law does not require states to implement any particular 
type of time limit on welfare receipt, or even to impose one at all; rather, the law sets 
restrictions on the use of federal funds (see the box on page 92). These rules will obvi- 
ously shape states' decisions, but, as in the past, states and localities are likely to craft 
their own policies based on a broader set of considerations. 

This chapter addresses the following questions: 

@ What are the opportunities and risks of different approaches to time-limited 

welfare? 

e How many people will reach time limits, and who will they be? 

© What are the early lessons about operating time-limited welfare programs? 

© What kinds of policies should be implemented along with time limits? 

© What are the key unanswered questions about time-limited welfare? 
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The TANF Time Limit 



The Personal Responsibility and Work Opportunity Reconciliation Act restricts states 
from using federal TANF block grant funds to assist most families for more than five 
years. Specifically, TANF funds cannot be used to provide assistance to a family that 
includes an adult who has "received assistance under any State program funded under 
this part attributable to funds provided by the Federal government" for 60 months after 
the state's TANF program begins. (The term "assistance" apparently includes both cash 
and noncash assistance, and the time limit apparently applies to any program that 
receives TANF funds.) 

States can exempt families from the time limit for hardship, but the total number of 
exemptions in effect in any year cannot exceed 20 percent of the total number of families 
receiving assistance under the state's TANF program. 

This provision makes time limits a central feature of federal welfare policy, but it 
also allows states considerable flexibility: They can set a five-year time limit, a shorter 
time limit, or no time limit at all, using state funds to assist people who have exceeded 
the federal time limit and the cap on exemptions. 



I What are the opportunities and risks of different approaches 
to time-limited welfare? 

The term "time limit" means different things to different people. Most of the state poli- 
cies that were developed under federal waivers can be grouped under two broad head- 
ings: 

• Work-trigger models. Under this approach, parents who receive AFDC for more 
than a specific number of months are required to work; the government provides 
some type of work opportunity to people who cannot find work on their own. 

• Benefit-termination models. In these models, the time limit signals the point at 
which cash benefits are terminated. Although there may be work requirements for 
recipients prior to the time limit — and they may receive help finding jobs — the gov- 
ernment does not provide jobs for recipients after the time limit. 

Some hybrid models include elements of both approaches. For example, some 
approaches would impose work requirements at a certain point — say, 24 months — but 
also time-limit the provision of post-time-limit subsidized work opportunities. Some 
states have designed models in which recipients' grants would be reduced, but not ter- 
minated, at the time limit. 4 The 1996 federal law requires states to outline a plan for 
requiring recipients to work after 24 months on the rolls and, as noted earlier, restricts 
states from using federal funds to assist most families for more than five years. 5 

These various approaches are similar in some respects. All seek to limit the amount 
of time adults can receive cash benefits without working — a major change from the tra- 
ditional AFDC program, which included no such restrictions for single-parent families. 
But the two main approaches suggest different opportunities and risks relative to the 
core reform goals discussed in Chapter 1. 

The work-trigger model is essentially a version of the mandatory work approach 
discussed in Chapter 4. If such a time limit were applied as planned, it would certainly 
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reduce dependency (defined as welfare without work). Moreover, if the model stimu- 
lated many people to find unsubsidized jobs, it might improve their well-being and 
reduce welfare spending. At the same time, by providing a source of income after the 
time limit, the model would maintain a safety net, at least for those able to work steadily. 
The key challenges relate to the cost and feasibility of the post-time-limit work program, 
particularly given the experience with large-scale workfare discussed in Chapter 4. 

The benefit-termination model will even more clearly reduce dependency if fami- 
lies' grants are indeed terminated when they reach the limit. However, in an effort to 
stimulate a dramatic behavioral change, this model incurs a risk by scaling back the 
government's side of the mutual obligation "bargain": If many recipients do not find 
steady jobs or other sources of support, family incomes may drop sharply. The model's 
costs are difficult to predict. Spending on cash assistance would almost certainly de- 
cline, but costs might rise in other areas if many recipients reach the time limit, lose their 
benefits, and do not find other ways to support their families. 

In either case, it seems clear that the ultimate success of time-limited welfare will 
hinge on how many people reach the time limit (that is, exhaust their allotted months of 
welfare receipt). If the number is large, either approach would likely have more diffi- 
culty succeeding. Under the work-trigger approach, a large number of people reaching 
the time limit would translate into a large work program that might be costly and diffi- 
cult to administer. Under the benefit-termination approach, the risks for children would 
presumably rise if more recipients reached the limit and lost benefits. These parents 
might find jobs or devise other strategies to support their children without welfare, at 
least temporarily. The risk is that these strategies would break down over time — a likely 
scenario, given the low job-retention rates among this population. Some have argued, 
however, that rates of retention and rapid reemployment will increase with time limits 
in place — that people will try harder to keep their jobs or to find new jobs quickly if they 
cannot return to welfare. (See the box on page 94 for a general discussion of issues 
related to job retention and welfare reform.) 

■ How many people will reach time limits , and who will 
they be? 

As just discussed, the success of time-limited welfare is likely to depend in large part on 
how many welfare recipients use up their allotted months and reach the time limit. No 
one knows the answer to this critical question. Evaluations of time-limited welfare pro- 
grams are under way in several locations, but these programs have not been in place 
long enough for any firm conclusions to be reached. 

At this point, the most relevant information comes from studies of welfare use pat- 
terns in the absence of time limits. One study used data on current welfare receipt pat- 
terns to estimate that nearly 2 million families will reach the federal five-year limit by 
2005. 6 Other useful data come from the evaluation of the Riverside County, California, 
Greater Avenues for Independence (GAIN) mandatory welfare-to-work program (dis- 
cussed in Chapter 3). This study found that 44 percent of those who were required to 
participate in GAIN received AFDC for more than two years over the three-year period 
after entering the program; the figure rose to 48 percent over four years. 7 These figures 
are conservative because, during the study period, GAIN did not target welfare 
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The Challenge Is Not Only Getting Jobs, but Keeping Jobs 



Welfare recipients who go to work often have difficulty holding on to their jobs. Studies 
indicate that one-third to one-half of those who leave AFDC because of employment 
lose their jobs within one year; many of them return to welfare. Rates of job loss are 
even higher among certain groups of particularly disadvantaged recipients. 1 

This suggests that welfare reform efforts may need to focus as much attention on 
helping people keep jobs — or find new ones quickly if they lose jobs — as on getting 
them jobs initially Two recent policy trends — the rapid emergence of time limits and the 
shift toward welfare-to-work models stressing quick employment — magnify the 
importance of this issue. Quick-employment strategies are likely to move many recipi- 
ents into unstable, low-wage jobs that leave them financially vulnerable. Time limits, by 
reducing people's ability to fall back on welfare after losing a job, increase the impor- 
tance of staying employed. 

One way to address job retention is to bolster the incomes of parents working in 
low-wage jobs by supplementing their wages or by providing assistance with child care 
or health insurance. These steps may make it easier for families to survive on low-wage 
jobs. A range of make-work-pay strategies was discussed in Chapter 5. 

A second strategy is to provide ongoing counseling and support to welfare recipi- 
ents after they go to work. Research conducted by Project Match, an innovative welfare- 
to-work program for long-term recipients in Chicago, found that participants often lose 
jobs because they have difficulty adjusting to the "culture" of the workplace or because 
they lack supports to deal with situational problems such as disruptions in child care 
arrangements. 2 

An ongoing four-site study is testing the impacts of post-employment services 
consisting of extended case management and some financial supports for newly 
employed AFDC recipients. The services are designed to bolster job retention and help 
participants find new employment quickly if they lose jobs. 3 



1. Alan M. Hershey and Stuart Kerachsky, "Leaving Welfare for Work: Lessons on Helping AFDC 
Recipients Keep Jobs," paper prepared for the 35th Annual Workshop of the National Association of 
Welfare Research and Statistics (Princeton, N.J.: Mathematica Policy Research, Inc., 1995). 

2. Lynn Olson, Linnea Berg, and Aimee Conrad, High Job Turnover Among the Urban Poor: The Project 
Match Experience (Evanston, 111.: Center for Urban Affairs and Policy Research, Northwestern University, 
1990), pp. 15-42. 

3. For further information, see Joshua Haimson, Alan Hershey, and Anu Rangarajan, Providing 
Services to Promote Job Retention (Princeton, N.J.: Mathematica Policy Research, Inc., 1995). 



recipients with preschool children and those who were chronically ill or disabled; these 
excluded groups probably had longer stays on welfare than those who were studied. 

These data suggest that time-limit programs will face a major challenge. Even with 
an effective welfare-to-work program in place, nearly half of the AFDC recipients who 
were subject to GAIN in Riverside would have reached a two-year time limit within 
four years, had there been one. This suggests that time limits will need to generate dra- 
matic behavioral changes — on top of the motivation provided by tough welfare-to-work 
mandates — to prevent large numbers of people from reaching the "cliff." Proponents 
predict that many people will be motivated to leave welfare on their own before using 
up their months. In fact, some believe that this is already happening in some states where 
time limits have been announced and AFDC caseloads have subsequently dropped . 8 
Unfortunately, it is impossible to tell to what extent these states' time-limit policies — 
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versus other factors, such as rapid economic growth or other elements of their welfare 
reform initiatives — have affected the size of their welfare caseloads; nor is it known how 
long the families who have left welfare will stay off. (Random assignment studies of 
several state time-limit programs will provide vital evidence on this question in 1997 
and 1998.) 

In addition, the real-life results will depend in part on the design of the time limit. 
Fewer people are likely to reach the federal five-year time limit than the two- or three- 
year limits being tested in some states, although it is unclear how large the difference 
would be. 

Similarly, results may vary depending on whether the time limit is a "lifetime limit." 
Under waivers, some states allowed welfare recipients a certain number of months of 
receipt during their lifetime; the federal time limit is also designed in this way. Other 
states developed policies that allow the time-limit clock to be "reset." For example, one 
model allows 24 months of receipt in any 60-month period. 9 This distinction might be 
important for certain recipients, such as those who cycle back and forth between welfare 
and low-wage jobs. For example, if someone received AFDC for a total of two years 
during a six-year period, she would reach a 24-month "lifetime" limit, but might not 
exhaust her allotted time under a policy that allowed 24 months in a 60-month period. 

Finally, both state and federal time-limit policies include provisions for exemptions, 
which can stop the time-limit clock in certain circumstances, or extensions, which pro- 
vide extra months of eligibility to people who have reached the time limit. Some state 
policies allow recipients to earn "credit" for time spent working or off welfare. 10 These 
policies, too, will influence how many people ultimately reach the limits. 

The data discussed in Chapter 2 provide some insight into which kinds of recipients 
may be most likely to reach time limits. Those data show that long-term recipients are 
more likely to have low levels of education and work experience, to be black or His- 
panic, to have entered welfare when they were below the age of 25, and to have been 
unmarried when they started receiving assistance. Of course, it is possible that the exist- 
ence of a time limit would change this picture in unpredicted ways; for example, certain 
groups of recipients may react differently from others when faced with such a deadline. 

■ What are the early lessons about operating time-limited 
welfare programs ? 

While the long-term implications of time limits are an open question, research on the 
early implementation of some of the first time-limit programs — in Florida, Vermont, 
and Wisconsin — has identified a number of early lessons on the design and operation of 
these programs. 11 These can be summarized as follows: 

• Raising the stakes. Given the importance of minimizing the number of people who 
reach the limit, time limits put added pressure on administrators to design and imple- 
ment effective policies to help welfare recipients prepare for, find, and keep jobs. 
Thus, it is not surprising that many of the states that implemented time limits early 
embedded them in a broader set of work-focused services, mandates, and incen- 
tives, many of which require a substantial upfront investment of resources. 
Moreover, many staff in those locations have reported that time limits put added 
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pressure on them to ensure that participants remain on track as they prepare for 
work. 

Balancing flexibility and firmness. The strength of time-limited welfare, and its 
potential ability to change behavior, lies in its uniformity and consistency of appli- 
cation. At the same time, state officials understand that not all recipients can be 
expected to achieve self-sufficiency before reaching the limit. Thus, they have sought 
to build flexibility into their policies — for example, policies for extensions or ex- 
emptions — without creating the perception of loopholes that would weaken the 
ability of the limits to change behavior. At the outset, staff tend to downplay the 
exceptions in order to maintain high levels of motivation, but this strategy is viable 
only in the early years of implementation. Ultimately, some families will reach the 
time limits, and states will face a difficult choice between actually granting exten- 
sions — thereby weakening the program's image — and cutting families off welfare. 

Managing discretion. Some states have developed loosely defined criteria for grant- 
ing extensions to the time limit. For example, some may offer extensions to people 
who have been "diligent" in seeking work or who are unable to find work "through 
no fault of their own." There are obvious advantages to these kinds of policies. For 
example, it is difficult to craft specific rules that will apply in all cases. Moreover, if 
policies are somewhat ambiguous, recipients will never know for certain whether 
they will receive an extension, and may be more likely to remain highly motivated. 
At the same time, these policies are likely to introduce more discretion into deci- 
sions about welfare eligibility in an environment where these decisions have more 
lasting and serious implications than in the recent past. In other words, someone 
will have to decide, in each specific case, whether the criteria apply or whether a 
family will have its welfare grant canceled. In the late 1960s and early 1970s, federal 
courts, motivated in part by concerns about racial discrimination, dramatically re- 
stricted state and local discretion in imposing welfare eligibility requirements. 12 This 
experience suggests that it may be challenging to implement such policies consis- 
tently and equitably. 

Communicating. State officials interviewed for the study see time limits as a way to 
change recipients' behavior, not as a means to remove families from welfare. If the 
behavioral changes are to occur, the new policies will have to be clearly and consis- 
tently communicated in the day-to-day interactions between welfare recipients and 
staff. Many factors make this communication difficult. For example, staff reported 
that many welfare recipients initially did not believe that time limits would really 
be implemented and, even if they did, saw the limits as too far off to affect them in 
the short term. In addition, programs will need to decide what the message should 
be: Should staff urge recipients to get off welfare quickly in order to "bank" their 
allotted months, or should they push recipients to use the opportunity to obtain 
education or training? 

In light of these communication challenges, states imposing time limits need to 
decide on a clear message and invest in staffing, staff training, and management 
oversight to ensure that the message is clearly communicated to recipients. More- 
over, states must develop management information systems that allow staff to track 
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the time limit and remind clients of their status; this can be a formidable task 
because most states' welfare computer systems are not equipped to track a time- 
limit clock. 

• Restructuring welfare-to-work programs. The states have added resources to their 
welfare-to-work programs and extended participation mandates to a broader share 
of the caseload. In addition to the challenges inherent in expanding these programs, 
the states have been pushed to redesign some of their elements. For example, in 
both Florida and Wisconsin, local staff have worked with employers and education 
agencies to develop new kinds of shorter education and training services that fit 
within the tighter time frame. 

■ What kinds of policies should be implemented along ivith 
time limits? 

Certain types of policies assume greater importance in the context of a tune limit. For 
example, the presence of a time limit — particularly a benefit-termination model — mag- 
nifies the importance of policies that can help single mothers sustain themselves in low- 
wage jobs (or find new employment quickly if they lose their jobs) so that families do 
not return to welfare and continue using up their months of eligibility. In addition to the 
make-work-pay strategies discussed in Chapter 5, child support enforcement is likely to 
play a critical role for many families. Single mothers who cannot fall back on welfare 
may need steady income from the second parent to support their children. Yet, today, 
most such mothers receive little or no support from their children's noncustodial fa- 
thers. (See the box on page 98 for a discussion of child support and welfare reform.) 

As noted earlier, some states have embedded time limits in a broader set of man- 
dates, services, and incentives designed to help recipients prepare for, find, and keep 
jobs. These policies — often including expanded welfare-to-work programs, earned in- 
come disregards, extended transitional benefits, and other measures — are vital, given 
the need to reduce the number of people who reach the time limit. But it is not always 
clear which work-focused policies work best in this environment. Unfortunately, the 
research provides only limited guidance: The policies discussed in Chapters 3 to 5 have 
only recently been implemented along with time limits, and they might produce differ- 
ent results in that context. Moreover, it is not clear whether the policies that make sense 
without a time limit also make sense with it. Here are three examples of the potentially 
complex interactions between time limits and other policies: 

• Earned income disregards and time limits. Many states have increased earned in- 
come disregards (see Chapter 5) while imposing time limits. The expanded disre- 
gards might complement the time limits by promoting work, increasing family in- 
come, and helping recipients make a smooth transition into the workforce. More- 
over, the time limits may help to control the costs of expanded disregards. But at the 
same time, this approach is likely to increase the number of months people receive 
welfare, making it more likely they will reach the time limit. (The results from 
Florida's Family Transition Program, mentioned earlier, will provide early informa- 
tion on this issue.) Enhanced disregards usually imply that mixing work and 
welfare is a positive outcome, but this may not be true (at least not for extended 
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The Other Half of the Equation: Noncustodial Parents and Welfare Reform 



The rapid emergence of welfare time limits and the shift to quick-employment welfare- 
to-work models both magnify the importance of child support as an additional source of 
income for single mothers working in low-wage jobs. A second source of steady income 
might allow more of these families to make ends meet without welfare. And yet, 
according to the most recent Census data, only about one out of four poor custodial 
mothers receives child support payments; the figure is even lower — about one in 
seven — for poor, never- married custodial mothers. 1 

Both the federal government and the states have taken steps in recent years to 
improve paternity establishment for children born out of wedlock and to strengthen the 
system for establishing and enforcing child support orders. The 1996 federal welfare 
legislation includes additional measures. These efforts are critical. Time limits and other 
welfare changes may induce single mothers to cooperate more readily with child 
support enforcement agencies by providing up-to-date information on noncustodial 
parents' whereabouts. But these efforts will have little practical effect unless the child 
support enforcement system can quickly locate absent parents (usually fathers) and 
collect what is owed. 

A few states are experimenting with work-focused programs targeted to unem- 
ployed noncustodial parents. These programs grew out of a recognition that some 
noncustodial parents experience the same employment problems as custodial parents on 
welfare. The programs are designed to increase the earnings of noncustodial parents so 
that they are better able to meet their child support obligations. One special project, the 
Parents' Fair Share (PFS) Demonstration, is testing such programs in seven states. 2 

In PFS programs, noncustodial parents who say they are unemployed and unable to 
pay the child support they owe are ordered by the courts to participate in employment- 
related activities. The services can provide help to those who need them, and the 
mandate to participate can help identify those parents who have unreported income. 



1. U.S. Bureau of the Census, Statistical Abstract of the United States , 1995 (Washington, D.C.: U.S. 
Department of Commerce, 1995), Table 617 (p. 391). 

2. For information about Parents' Fair Share, see Dan Bloom and Kay Sherwood, Matching Opportuni- 
ties to Obligations: Lessons for Child Support Reform from the Parents' Fair Share Pilot Phase (New York: MDRC, 
1994); and Earl S. Johnson and Fred Doolittle, Low-Income Parents and the Parents' Fair Share De?nonstration, 
an early qualitative study from the demonstration (New York: MDRC, 1996). 



periods) under a time limit. Some have suggested that programs including both of 
these policy changes would send a more consistent signal either by stopping the 
time-limit clock during months when a recipient is working and receiving welfare 
or by offering working families incentives outside the welfare system (as discussed 
in Chapter 5). 

• Welfare-to-work strategies. It is not clear which welfare-to-work strategies make 
the most sense in the context of a time limit. Some have argued that a rapid-employ- 
ment focus is best because it helps recipients find jobs and leave welfare relatively 
quickly and thus to "bank" their months of welfare eligibility. Others contend that 
recipients should use their scarce months to build their skills through education or 
training, thus preparing themselves for jobs that will make them less likely to return 
to welfare. 

• Time limits and mandatory work. Some states have imposed workfare-type man- 
dates on recipients during the pre-time-limit period. The 1996 federal welfare law 
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essentially advocates this approach. However, in the past, workfare has been in- 
tended primarily to enforce a mutual obligation between government and recipi- 
ents, rather than to help people obtain unsubsidized jobs. Indeed, the studies cited 
in Chapter 4 indicate that few workfare programs have demonstrated the ability to 
increase employment or reduce welfare receipt (although larger-scale programs with 
more demanding participation requirements may produce different results). 

H What are the key unanswered questions about time-limited 
welfare? 

At this point, almost none of the key questions about the feasibility and impacts of time- 
limited welfare have been answered. These questions might be grouped into four cat- 
egories: 

• How will time limits affect patterns of work and welfare receipt? As noted earlier, 
the success of this policy will likely depend on how many people are able to find 
jobs and leave welfare before reaching the time limit — and then stay off welfare. 
Thus, it will be important to assess whether time limits dramatically accelerate em- 
ployment and welfare exits so that few recipients exhaust their benefits. 

® How are time limits implemented? The questions here will vary according to the 
model, but they include: How do states make the decisions necessary to implement 
exemption and extension policies? Are states with work-trigger models able to cre- 
ate the necessary public jobs? Which work-focused policies are most effective in the 
context of time limits? 

• What happens to families whose benefits are terminated? Do the parents respond 
by finding jobs? Do they retain the jobs over time? What is the impact on children's 
well-being? Is there an increase in marriage, or are there other changes in family 
structure? 13 In answering these questions, it will be important to track the progress 
of these families for an extended period. Data suggest that most AFDC recipients 
are able to work, but that many have difficulty working steadily (see Chapter 2). 
Thus, the question will be whether initial responses to the termination of benefits 
can be sustained over time without the presence of the welfare safety net. 

© How do results vary for subgroups? It seems likely that the story of time-limited 
welfare will not be told in the "average" impacts. The averages may mask large 
differences between recipients who respond positively and improve their situations, 
and those who are unable or unwilling to respond and end up much worse off. If 
this pattern emerges, it will be crucial to understand whether the policy affects par- 
ticular, identifiable groups differently. 

Over the next few years, evaluations currently under way in Connecticut, Florida, 
Vermont, and elsewhere will provide vital evidence on these issues. However, for the 
most part, these early tests are not occurring in large cities, where the challenges to time- 
limited welfare may be greatest. If this policy is extended to urban areas, it will be im- 
portant to understand its impacts not only on recipients and their families but also on 
economic and social conditions in neighborhoods with large concentrations of welfare 
recipients. 
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Summing Up 



Enactment of the Personal Responsibility and Work Opportunity Reconciliation Act of 
1996 has presented states and localities with an unusual opportunity to reshape a wel- 
fare system that has been broadly unpopular. For many years, state and local officials 
argued that federal rules hindered them from reforming welfare. Although the 1996 law 
includes a set of mandates and restrictions on federal funding, the block grant structure 
it creates is intended to give states much greater flexibility. The federal rules will help 
set the fiscal context, but they leave states considerable room to chart their own courses. 

With this dramatic opportunity come both challenges and risks. Welfare reform is 
neither straightforward to design nor easy to implement, and major changes in public 
policies usually generate unintended consequences. In this case, the stakes are espe- 
cially high for both affected families and taxpayers. 

This chapter discusses how the research evidence presented in this book can assist 
states and localities in designing welfare policies in the years to come. It focuses on how 
the research can be used to make the most of the new opportunities, minimize the risks, 
and anticipate the likely implementation challenges. 

A Summary: Goals and Trade-offs 

Each of the strategies discussed in this book suggests different trade-offs among the 
core goals of welfare reform identified in Chapter 1 — reducing long-term dependency, 
supporting children, and controlling costs: 

• Some welfare-to-work program models — those with a stronger focus on rapid em- 
ployment — can reduce welfare receipt and save money for taxpayers while leaving 
participants' incomes largely unchanged. Other models — notably, those that em- 
phasize occupational training — are more likely to boost participants' incomes, but 
less likely to save money or reduce welfare. A middle ground — programs that pro- 
vide a mix of services but also maintain a strong focus on employment — can com- 
bine some of the benefits of the other two approaches. The impacts of welfare-to- 
work programs alone, however, are usually modest: Many families remain on wel- 
fare and in poverty. But impacts may be very different for programs implemented 
in the context of time limits. 

• Requiring welfare recipients to work in exchange for assistance is strongly sup- 
ported by the general public and by many recipients. In addition, this approach can 
produce valuable goods and services for communities while maintaining a safety 
net for poor families. There is little evidence, however, that mandatory work leads 
to unsubsidized jobs or budget savings, and the costs and feasibility of large-scale 
work mandates are open questions. Finally, newer work models that pay partici- 
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pants only for the hours they work present both opportunities and risks: These work 
activities look more like real jobs than work-for-benefits models do, but they may be 
a less effective component of the safety net for children. 

• Make-work-pay policies can boost the incomes of low-wage working families and, 
if incentives are offered in the form of earned income disregards, increase the share 
of the welfare population that is working. The implications for government budgets 
depend in part on whether the policies persuade people to work more than they 
otherwise would have. Well-implemented and somewhat more generous models 
have done this — thereby reducing dependency — but some others have not. Public 
costs are also affected by targeting strategies: When income supplements are deliv- 
ered outside the welfare system and target a broad range of low-income working 
families, they are likely to raise spending; but they will also assist more families 
than will narrowly targeted models. 

• Time limits will clearly reduce dependency and welfare spending if there are no 
post-time-limit subsidized work opportunities for those who cannot find jobs on 
their own. But both the feasibility of this approach and its impacts on children and 
on public spending in other areas are uncertain, because no studies have been com- 
pleted. If time limits are followed by last-resort public or subsidized jobs, the risks 
for families may be lower but public costs may be higher. 

In sum, while the full story is not yet in, the research evidence strongly suggests that 
no single approach or combination of approaches is likely to generate dramatic progress 
toward all three of the core goals of welfare reform simultaneously. At one end of the 
spectrum, policies that promise to substantially raise incomes are likely to generate higher 
costs. At the other end, policies that can sharply reduce dependency and welfare spend- 
ing hold substantial risks for children. In the middle of the spectrum, mutual-obligation 
approaches such as welfare-to-work programs and mandatory work have shown some 
ability to balance different goals, but neither approach has generated dramatic impacts. 

The First Step: Clarifying Goals 

A consistent theme runs through the previous four chapters: In applying research to 
welfare reform policy choices, it is necessary to have clear goals. Different strategies 
produce different results, but no one set of results is uniformly better than the others. 
Which choice is "best" depends on what one is trying to achieve. 

While the broad goals of welfare reform may be similar in most places, the specific 
definitions, assumptions, and priorities are likely to differ. The five questions below 
may be useful in clarifying goals. They are not the only important issues, but they illus- 
trate how the research can provide guidance once goals are defined. 

Which is more important — increasing the number of people who leave welfare or 
ensuring that people on welfare work? These objectives sound quite similar, but the 
research suggests that different strategies are likely to further each of them. A broad 
workfare mandate, if it could be implemented successfully, would ensure that welfare 
recipients "give something back" in exchange for their benefits, and could produce valu- 
able services for communities. 
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But the available research indicates that workfare, as it has been run so far, is not the 
most effective strategy for moving recipients into unsubsidized jobs. Welfare-to-work 
programs that emphasize a mix of job search assistance, training, and education seem 
better suited to achieving this goal, and also appear to be easier to implement on a large 
scale. Requiring recipients to participate in such activities could be seen as enforcing a 
quid pro quo, although the current trend (reflected in the 1996 federal law) is to narrow 
the definition of participation to emphasize work rather than work-related activities. 

Of course, a time limit is the most direct way to reduce welfare receipt; it would 
likely increase employment as well. The difference between a strategy based on time 
limits and one based on work-focused mandates with sanctions for those who do not 
"play by the rules" hinges in part on assumptions about welfare recipients' capacity to 
support their families over time. A benefit-termination time limit implicitly assumes 
that lack of motivation is the key barrier to self-support (or that, in any case, people 
should not be allowed to receive welfare for more than a fixed period of time). A manda- 
tory work approach assumes that long-term public assistance — conditioned on work — 
may be necessary in some cases. The difference between these approaches may be more 
or less stark, depending on the policies for granting extensions to the time limit and on 
the nature of sanctions for noncompliant recipients under the mandatory work approach. 

How broad is the definition of dependency? Reducing dependency is a central 
goal of most current welfare reforms. But dependency can be defined in several ways. Is 
a recipient who is working off her benefits in a community work experience slot depen- 
dent? What if the slot is a public or subsidized job in which pay is based on hours worked? 
Is a recipient dependent if most of her income is from work but she also receives a par- 
tial welfare check to supplement her earnings? What if the supplement comes through a 
program that operates outside the welfare system? 

The definition of dependency has important implications for the content of reform 
strategies. The data on labor market trends and the characteristics of welfare recipients 
described in Chapter 2 and the welfare-to-work program results described in Chapter 3 
strongly suggest that some welfare recipients will have difficulty steadily supporting 
their families solely through work. If virtually all forms of public assistance — including 
assistance provided to working families — are viewed as dependency and thus are dis- 
couraged, it will be difficult to reduce dependency dramatically without substantially 
increasing the risks for children. 

How important is raising family income? Some states might decide that reducing 
poverty is a central goal of reform. One way to further this goal is to raise welfare grant 
levels. But recent history suggests that this strategy will not appeal to many states be- 
cause it would increase dependency. 

Any strategy that seeks to reduce dependency and increase family income will need 
to address the fact that many welfare recipients can obtain only low-wage jobs that do 
not provide health insurance and other benefits. As discussed in Chapter 3, many wel- 
fare-to-work programs have succeeded in raising earnings, but few have made partici- 
pants significantly better off financially. There are ways to address this issue, such as 
training people for higher-wage jobs or supplementing the earnings of low-wage work- 
ing families through earned income disregards and the other strategies discussed in 
Chapter 5. But these approaches reduce the likelihood of budget savings. 
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What are the goals for children? No state would intentionally harm children, but 
states see their roles differently. As just discussed, some states may define their goal as 
that of making poor children better off financially while ensuring that a greater share of 
their family's income comes from work. In other cases, the objective may be to reduce 
dependency and public spending without making poor families worse off. Finally, some 
states might conclude that children are better off when their parents are off welfare, 
even if their family's income may be substantially lower. (See the box on page 107 for a 
discussion of some of welfare reform's implications for children.) 

Several of the welfare-to-work models discussed in this book have demonstrated an 
ability to reduce dependency and save money while keeping family incomes roughly 
constant. But, by definition, these policies leave many children poor. As noted earlier, 
reducing poverty will likely require strategies to supplement the incomes of working 
families. 

If, however, the goal is primarily to reduce the number of children receiving wel- 
fare — on the assumption that welfare receipt is damaging to children — a state might 
choose to sharply reduce support for nonworking families via time limits or other strat- 
egies, perhaps shifting the resources to provide child care, health insurance, and other 
assistance for working families. There are risks associated with this approach, however; 
if it turns out that many parents are unable to find jobs or to work steadily, this strategy 
may be unsustainable. 

What are the budget objectives? In the current political climate, few states are likely 
to choose policies that require dramatic increases in spending on social welfare pro- 
grams. But some states may seek short-term savings, while others may be willing to 
invest now in the expectation of saving later. (The federal funding "windfall" that many 
states will receive in the early years of the TANF block grant may make the latter choice 
more feasible.) Still others may be willing to spend somewhat more overall if a greater 
share of expenditures go to policies that reward work. 

The results described in this book suggest that some initial investment is likely to be 
necessary in order to generate budget savings without reducing children's family in- 
come. The reason is simple: It is cheaper to pay cash benefits and keep a tight rein on 
eligibility — in effect, letting the considerable stigma of welfare keep caseloads under 
control — than to prepare people for self-sufficiency. 

Welfare-to-work programs that emphasize rapid employment have been shown to 
generate budget savings while keeping family income largely unchanged. Strict benefit- 
termination time limits are likely to produce larger short-term welfare savings, but they 
may reduce children's family income, and raise spending in unforeseen ways. Manda- 
tory work and make-work-pay policies are less likely to reduce public outlays, but some 
states might decide that higher spending is acceptable if the money goes to policies of 
this type that reward or require work. 

Finally, in considering the budgetary impacts of a reform strategy, it is critical to use 
a broad accounting framework, in both years and budget categories. Strategies that re- 
duce welfare costs without preparing recipients for self-sufficiency may lead to higher 
costs in other areas such as nutrition assistance, child welfare/foster care, and services 
for the homeless. Some of these increased costs may not directly affect the state budget. 
For example, the Food Stamp program is funded by the federal government, and home- 
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Welfare Reform and Children 



Children constitute roughly two-thirds of welfare recipients. Reform policies may affect 
these children's well-being in several ways. For example: 

• Family income may change. Many studies have shown that family income is corre- 
lated with children's well-being; for example, children raised in poor families tend to 
be less healthy, to have more behavior problems, and to do worse in school than other 
children. Although it is difficult to determine the extent to which these problems are 
driven by income per se (as opposed to other factors that are correlated with income), 
a number of studies have found that income is a critical factor. 1 Some welfare reform 
policies — such as the make- work-pay strategies discussed in Chapter 5 — may raise 
some families' incomes, whereas policies that reduce or end benefits to parents who 
do not have jobs or other sources of support are likely to reduce some families' 
incomes. Some policies are likely to affect families differentially. 

• Employment patterns may change. Higher rates of employment among parents may 
affect children directly, apart from any changes driven by income. On the positive 
side, working parents may provide better role models. 2 On the negative side, single 
parents who work more may experience higher levels of stress trying to balance the 
roles of provider and nurturer. Higher stress may lead to poorer parenting, which 
may reduce the well-being of children. 3 

• Children may spend more time in child care. If parents are working more, children 
are likely to spend more time in child care. This may have positive or negative impacts 
on their well-being, depending on the quality of the care. 4 Higher levels of parental 
employment may also increase the time children are unsupervised. 

• Levels of welfare receipt may change. Some studies suggest that welfare receipt is 
associated with worse outcomes for children, even after controlling for poverty and 
other factors. 5 Thus, reducing welfare receipt may improve some child outcomes. 
However, the impact of welfare receipt per se does not seem to be large; children will 
likely be affected more by changes in income, child care, and work. 

Until recently, most evaluations of welfare reform policies did not gather specific data 
on how children were affected. 6 Thus, relatively little is known with certainty. However, 
one point is clear: If welfare reforms affect children's well-being in significant ways, 
the impacts — both positive and negative — will not be fully felt until many years later. 
Ultimately, the financial and social costs or benefits of these impacts on children may 
dwarf the short-term costs and benefits of the reforms. 
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less services may be financed by municipalities. A full social accounting would need to 
include such costs. 

The Key Challenges 

As discussed earlier, many states are seeking to move beyond the incremental changes 
and modest impacts generated by past reforms. They want to implement reforms that 
target all or most welfare recipients and produce dramatic reductions in welfare receipt, 
without harming children or raising public costs. 

The research does not point to models that can achieve all of these objectives. That 
does not mean the goals are unattainable; it simply means they have not been attained 
so far. If today's reformers hope to go beyond their predecessors, they will probably 
have to overcome a number of challenges: 

Implementing high-quality welfare-to-work programs. Welfare-to-work programs 
will be central to virtually any welfare reform strategy. If there is a time limit, effective 
welfare-to-work programs will be needed to reduce the number of people who reach the 
"cliff" without getting jobs. If earned income disregards are implemented, welfare-to- 
work programs will help raise employment rates and earnings and keep costs down. As 
discussed in Chapter 5, if financial incentives benefit only people who would have worked 
anyway, costs will rise substantially. 

Studies have demonstrated that welfare-to-work programs can make a significant 
difference. Coupling these programs with other policies, such as time limits or financial 
incentives, may create a synergy that boosts the impacts still further. Most existing wel- 
fare-to-work programs, however, are probably not up to the standards set by the best 
programs. Thus, as a first step, states will need to learn about the characteristics of effec- 
tive welfare-to-work programs and seek to replicate these features. 1 

Getting to scale. Even the most effective welfare-to-work programs and work man- 
dates have covered only a fraction of the welfare caseload; large numbers of recipients 
have been exempt from these requirements. A recent study of strongly mandatory JOBS 
programs in Riverside County, California, and Atlanta found that three-quarters of wel- 
fare recipients were exempt from JOBS mandates in a typical month, most commonly 
because they had a child under the age of three. 2 In many areas of the country, broad- 
coverage mandatory programs have never been seriously implemented. 

Expanding mandates and services to a much broader share of the caseload will in- 
volve daunting administrative challenges. The research suggests that if states and lo- 
calities try to do this on the cheap — expanding mandates on paper but having no staff or 
services to back them up — results will suffer. 

In addition, broadly enforced mandates are likely to uncover recipients with serious 
barriers to employment who have been largely ignored in the past. States will need to 
develop strategies for dealing with these individuals. The experiences of Utah and other 
states that have addressed this challenge (described in Chapter 3) and the research on 
the Supported Work Demonstration (described in Chapter 4) are likely to be instructive. 

Making low-wage work feasible. The imposition of time limits changes the context 
in critical ways. In the past, the key goal was to move welfare recipients into jobs. Job 
retention and welfare recidivism were seen as important, but not central. A program 
could succeed in increasing work, reducing welfare, and saving money, even if it did 
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nothing to reduce the rate at which people returned to welfare. But this is no longer true. 
Families that cycle on and off welfare will eventually use up all of their allotted months 
and reach the time limit; after that point, there may be no welfare to cushion them if a job 
is lost. 

Although it may be possible to boost some people into higher-wage jobs via train- 
ing, it is reasonable to expect that many, perhaps most, welfare recipients who go to 
work will obtain low-wage jobs. The increased minimum wage and Earned Income Tax 
Credit will raise the incomes of many low-wage workers. But more efforts — such as 
child care and health insurance subsidies, other financial incentives, and post-place- 
ment counseling and assistance — will likely be needed to boost retention and hasten 
reemployment when jobs are lost. 

Making reforms work in big cities. There have been few examples of successful 
work-focused welfare reforms in large cities. Welfare agencies in these areas tend to be 
unwieldy and resistant to change. Recipients may face more serious barriers to employ- 
ment. A recent study looked at all cases receiving AFDC in Wisconsin in January 1990 
and tracked them for the 48 subsequent months. In Milwaukee, by far the largest city in 
the state, 45 percent of the recipients never left welfare during the four-year period; the 
figure was 19 percent in the rest of the state. Similarly, the number of 1993 recipients 
with at least 12 years of education was 45 percent in Milwaukee and 64 percent in the 
rest of the state. 3 

Finally, as discussed in Chapter 2, local labor markets are likely to have difficulty 
absorbing a large influx of low-skilled workers. In addition, neighborhoods with high 
concentrations of welfare recipients may be dramatically affected, either positively or 
negatively, by major welfare changes. In short, welfare reform is likely to meet its big- 
gest test in the biggest cities. 4 

Common Pitfalls 

Welfare reform returns to the top of federal and state policy agendas every few years. 
And yet, despite the heralded initiatives and policy changes, the public remains dissat- 
isfied, and welfare recipients and their families remain impoverished. 

Fortunately, today's reformers can learn from the mistakes of the past. A review of 
past experience suggests several pitfalls that may have hindered previous reform ef- 
forts. 

Trying to do everything. Because the different reform strategies discussed in this 
book have different strengths, one might reasonably conclude that a research-based re- 
form strategy would combine all of the approaches: large-scale welfare-to-work pro- 
grams and/or work mandates, generous financial incentives, and strict time limits. But 
this may not be possible or desirable in all cases. 

First, because most of the strategies require an upfront commitment of resources to 
operate effectively, budget constraints are likely to force states to choose among them. 
Early state time-limit programs in Florida, Wisconsin, and elsewhere included rich models 
with nearly all of the elements discussed above, but these programs were pilot-tested in 
only a few locations, and it is not clear that their upfront costs would be sustainable in a 
statewide program. 5 
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Second, any type of dramatic change in a large system such as welfare will involve 
major implementation challenges. Broad, multifaceted reforms with many disparate el- 
ements are likely to be even more difficult to operate well. Poorly run programs can be 
very costly, in both financial and political terms. 

Third, while some of the strategies may reinforce one another, others may not fit 
together neatly. Earlier chapters discussed the potential conflicts between certain kinds 
of financial incentives and time limits, and noted that there may be an inherent conflict 
between strategies that aim to maximize work while people receive welfare and approaches 
that primarily seek to increase the number of people who find jobs and leave welfare. 

Fourth, there are still critical gaps in the research record, particularly with regard to 
the feasibility, impacts, and cost-effectiveness of time limits and financial incentives. 
Tests of these approaches are under way, but they are still in their early stages. In the 
case of time limits, none of the earliest tests includes a very large urban area, where 
implementation may present the biggest challenges. As for financial incentives, their 
long-range effects — on employment, the stigma associated with welfare, and costs — 
remain unknown. A research-based reform strategy would need to recognize the dra- 
matic opportunities and risks associated with these approaches, and the lack of long- 
run evidence on their impacts and feasibility. 

Ignoring implementation. Success in any welfare reform effort involves changing 
the message, services, and quality of programs delivered by staff in their daily interac- 
tions with recipients. Change is difficult. Both staff and recipients have heard the same 
promises many times before. But, from where they sit, not much actually changes: Staff 
members still work in the same (often rundown) offices; they still offer the same mix of 
services — counseling, job search, child care; they still rely on the same providers to de- 
liver education, training, and other services; and they still face the same eligibility qual- 
ity-control demands, with form after form to complete, review, and verify. Sometimes 
the policies really are different. But they do not feel different at the local level, where 
staff meet clients, unless administrators have the resources and energy to train and re- 
train staff, redesign forms and procedures, develop effective management information 
systems, and restructure the content of programs. 

Considering resources last. In the past, policymakers have sometimes considered 
resources last, after all the other key decisions had been made. But most of the policies 
that states will want to pursue cost more, at least in the short run. These include finan- 
cial incentives, universal work requirements, and welfare-to-work programs that pro- 
vide job search assistance to virtually every welfare recipient. Such policies have prom- 
ise on paper, but they can be little more than promises if resources are not in place to 
support them. 

As budgets change, and resources decline, policymakers often fail to rethink their 
policies in light of the available resources. By failing to make explicit decisions when 
resources change, policymakers leave critical policy decisions to individual casework- 
ers. For example, to maximize outcomes such as job placement rates, caseworkers may 
screen out difficult-to-place recipients. Yet these are often the recipients least likely to 
leave welfare on their own, and thus are the group for whom services can make more of 
a difference. 
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Building unrealistic expectations. Ultimately, the success or failure of a reform 
effort depends in large part on public expectations. If a policy delivers much less than it 
promises, it is likely to be judged a failure. 

The public's strong resistance to long-term dependency has made welfare suscep- 
tible to heated rhetoric. In this charged environment, public officials have sometimes 
failed to acknowledge that there are conflicts among the core goals for reform, and have 
raised public expectations to unreasonable heights. Judged by this standard, their poli- 
cies — which have in fact often produced positive results — were bound to be seen as 
inadequate. A few years later, a new generation of reformers repeats the process, de- 
nouncing the failure of past efforts and promising to achieve dramatic results with more 
radical measures. 

Some policymakers will argue that their goals are not in conflict. This may be true, 
but welfare reform policies play out in the public arena, in legislatures and the media, 
where diverse constituencies and points of view are represented. As a result, reforms are 
likely to be forced to achieve multiple goals that are at least partly incompatible. The 
landscape of reform is littered with proposals that failed because policymakers were not 
explicit about these multiple goals. 

The core dilemmas described in this book are not new. They have been around as 
long as the impulse toward welfare reform has existed. Thus, history strongly suggests 
that welfare reform will always be a balancing act, with the basic goals pulling in differ- 
ent directions and no easy way to resolve the conflicts among them. Reforms are un- 
likely to achieve dramatic progress toward one goal without pulling us further from 
achieving one or more of the others. In this environment, it seems wise for policymakers 
to look for strategies that optimize results across goals, rather than approaches that prom- 
ise to maximize attainment of a single goal. In order to avoid unintended, undesired 
consequences, it would be prudent to combine large doses of what we know works with 
smaller, experimental doses of what we hope works, adjusting the mix as results and 
experience indicate. 

New Opportunities 

Much of this chapter has focused on the challenges associated with balancing the con- 
flicting goals of welfare reform. These challenges are indeed daunting. 

At the same time, enactment of the Personal Responsibility and Work Opportunity 
Reconciliation Act provides states and localities with a rare opportunity to step back 
and rethink their social welfare policies. Although there will be real fiscal constraints, 
the new law gives states the flexibility to make significant changes in virtually every 
program area. Building on the existing knowledge base, on additional results from on- 
going studies that will emerge in the near future, and on careful tests of new ideas may 
make it possible to design a system that not only is more consistent with widely shared 
values but also does a better job of supporting vulnerable children. 
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This appendix summarizes the work-related provisions of the Personal Responsibility 
and Work Opportunity Reconciliation Act of 1996. The law converts the former Aid to 
Families with Dependent Children (AFDC) program into block grants to states, giving 
individual states great control over the shape of their welfare programs. The law also 
includes some constraints on the use of block grant funds and some conditions for the 
receipt of funds. In particular, it sets high standards for participation in work activities. 

This summary is not comprehensive, and many provisions of the law have yet to be 
interpreted. However, it can help policymakers and administrators understand how their 
welfare reform plans will fit into the context of the federal law. 



Participation Requirements 

Participation rates. States must meet the following minimum rates of participation for 
those receiving assistance: 





Participation rate (%) 


Year 


All families 


Two-parent families 


1997 


25% 


75% 


1998 


30 


75 


1999 


35 


90 


2000 


40 


90 


2001 


45 


90 


2002+ 


50 


90 



O 

ERIC 



’Reprinted from Amy Brown, Work First: How to Implement an Employment-Focused Approach to Welfare 
Reform, ReWORKing Welfare: Technical Assistance for States and Localities (New York: Manpower 
Demonstration Research Corporation, 1997). 
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Reduction of the participation rates. The rates are reduced by the number of per- 
centage points by which average monthly caseloads of the last fiscal year are below FY 
1995 caseloads. Caseload reductions due to changes in federal law or in eligibility crite- 
ria do not count toward reducing the participation requirement. 

Calculation of the participation rates. The rate for a fiscal year equals the average 
of 12 monthly participation rates. The numerator equals the number of families receiving 
assistance that include an adult or minor head of household who is engaged in work 
(i.e., meeting the weekly hours requirement in allowable activities, defined below). The 
denominator equals the total number of families receiving assistance that include an adult 
or minor head of household minus those in sanction status (but not those sanctioned 
more than 3 months of the past 12 months). States can exempt single parents with a child 
under age one from participation, and then not count them in the calculation above for 
up to one year per person. States can choose whether or not to include individuals re- 
ceiving assistance under a tribal family assistance plan. 

Hours requirements. To count toward the participation requirements, parents must 
participate for at least the following number of hours per week: 



Year 


Number of hours of participation per week 


All families 


Single parents with a 
child under six 


Two-parent families 


1997 


20 hours 


20 hours 


35 hours 


1998 


20 


20 


35 


1999 


25 


20 


35 


2000+ 


30 


20 


35 



In addition, if a two-parent family is receiving federally funded child care assistance 
and an adult in the family is not disabled or caring for a disabled child, then in order to 
count toward the participation rates, the second parent must also participate for at least 
20 hours per week. 

Allowable Activities 

At least 20 hours per week for all families and 30 hours per week for two-parent families 
must be spent in one or more of the following activities: 

• Unsubsidized employment 

• Subsidized private-sector employment 

• Subsidized public-sector employment 

• Work experience 

• On-the-job training 

• Job search and job readiness assistance (for up to six weeks total per individual — or 
12 weeks if the state unemployment rate is 50 percent greater than the national rate — 
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and not for more than four consecutive weeks; participation for three or four days in 
a week counts as a week toward the participation rates only once per individual) 

• Community service programs 

• Vocational educational training (up to 12 months per individual; see below for a 
description of the limitation on percentage of caseload in this activity) 

• Provision of child care services to an individual participating in community service 
The remaining required hours may be in the above or the following activities: 

• Job skills training directly related to employment 

• Education directly related to employment (only for those who do not have a high 
school diploma or equivalent) 

• Satisfactory attendance at secondary school or in a course of study leading to a cer- 
tificate of general equivalence (only for those who do not have a high school di- 
ploma or equivalent) 

Teen heads of household can meet the participation requirements by maintaining 
satisfactory attendance in high school or the equivalent (without being subject to the 
specific hourly requirements) or by participating in education directly related to em- 
ployment for at least the minimum number of hours per week. 

No more than 20 percent of individuals in all families can meet the requirements by 
participating in vocational educational training or being a teen head of household in 
school. 

Penalties for individuals. If parents refuse to participate, the state shall reduce 
assistance at least pro rata with respect to the period of noncompliance or terminate 
assistance (subject to good cause and other exceptions determined by the state). 

States cannot reduce or terminate assistance for refusal to work if a single parent 
with a child under age six can prove an inability (as determined by the state) to obtain 
needed child care, for one or more of the following reasons: unavailability of appropri- 
ate child care within a reasonable distance from the individual's home or worksite; un- 
availability or unsuitability of informal child care by a relative or under other arrange- 
ments; unavailability of appropriate and affordable formal child care arrangements. 

Penalties for states. A state's block grant will be reduced by up to 5 percent for not 
meeting the participation requirements, plus up to an additional 2 percent each immedi- 
ately successive year in which the rates are not met, up to a maximum of 21 percent. 
(The exact amount is to be determined on the basis of the severity of the failure to meet 
the requirements.) If a state's grant is cut because of a penalty, it must replace the re- 
duced funds with state funds in the next fiscal year. There are also rules and a process 
governing compliance and the imposition of penalties. 

Other Work Provisions 

Work required after two years. Among other things, the plan that states must submit in 
order to receive block grant funding must describe how the state intends to require par- 
ents to engage in work (as defined by the state) once they have received assistance for 24 
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months or once the state determines that they are ready to engage in work, whichever is 
earlier. 

Community service required after two months. Not later than one year after enact- 
ment, states must require parents who have received assistance for two months, who are 
not meeting the participation requirements, and who are not exempt from these require- 
ments to participate in community service employment. The minimum number of hours 
per week and community service tasks are determined by the state. States can opt out of 
this requirement. 

Individual responsibility plan. States must make an initial assessment of the skills, 
prior work experience, and employability of recipients who are 18 or older, or who do 
not have a high school diploma or the equivalent and are not attending high school. On 
the basis of that assessment, states have the option of developing a plan that sets forth 
an employment goal, obligations, and services that are designed to move the recipient 
into private-sector employment as quickly as possible. 

Other Related Provisions 

Time limit. States cannot use federal block grant funds for families that include an adult 
who has received assistance (attributable to federal funds) for 60 months, whether con- 
secutive or not. States can exempt up to 20 percent of the caseload from the time limit. 

Teen parents. States cannot use federal block grant funds to assist an unmarried 
parent under 18 who has a child at least 12 weeks old and who has not completed high 
school (or its equivalent) unless the parent is in school, a GED program, or an alternative 
education or training program approved by the state. Block grant funds also cannot be 
used to provide assistance to an unmarried parent under 18 who is not living at home or 
in another adult-supervised setting, unless the state determines that such an arrange- 
ment is not appropriate. 

Child care. Child care funding is consolidated into a block grant to states. At least 70 
percent of mandatory funds must be used for families who are receiving assistance un- 
der the state's welfare block grant program, are in transition off assistance through work 
activities, or are at risk of becoming dependent on assistance. A "substantial portion" of 
any additional amount should be used to provide assistance to low-income working 
families. 

Continuation of waivers. States can opt to continue one or more waivers that are in 
effect as of the date of enactment (August 22, 1996). Until the waiver expires, the legisla- 
tion does not apply to the extent that it is inconsistent with the waiver. The same holds 
true for waivers submitted before enactment and approved by July 1, 1997, except that 
the work requirements still apply. States that choose to continue a waiver will still re- 
ceive the same amount of block grant funding. States that request termination of a waiver 
no later than 90 days after the end of the first regularly scheduled legislative session 
after the bill becomes law will be held harmless for any cost-neutrality liabilities in- 
curred under the waiver. 
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